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SECOND IN A SERIES OF THREE HEARINGS
ON THE PENDING, JOB-CREATING
TRADE AGREEMENTS: PANAMA TRADE
PROMOTION AGREEMENT

WEDNESDAY, MARCH 30, 2011

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
Washington, DC.
The subcommittee met, pursuant to call, at 2:10 p.m., in Room
1100, Longworth House Office Building, the Honorable Kevin
Brady [chairman of the subcommittee] presiding.
[The advisory of the hearing follows:]

o))
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HEARING ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

Brady Announces Second in a Series of
Three Hearings on the Pending,
Job-Creating Trade Agreements: Panama
Trade Promotion Agreement

March 23, 2011

Congressman Kevin Brady (R-TX), Chairman, Subcommittee on Trade of the
Committee on Ways and Means, today announced that the Subcommittee will hold
a hearing on the pending trade agreement with Panama. This hearing is the second
in a series of hearings on the pending trade agreements with Colombia, Panama,
and South Korea. The hearing will take place on Wednesday, March 30, 2011,
in the main Committee hearing room, 1100 Longworth House Office Build-
ing, beginning at 1:30 P.M.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be from invited witnesses only. However, any individual or organization
not scheduled for an oral appearance may submit a written statement for consider-
ation by the Committee and for inclusion in the printed record of the hearing. A
list of invited witnesses will follow.

BACKGROUND:

In 2007, the United States signed a trade agreement with Panama, which still
awaits Congressional consideration. On January 25, 2011, the Ways and Means
Committee held its first hearing on this agreement, along with the pending Colom-
bia and South Korea trade agreements.

The Panama trade agreement was also discussed at the Ways and Means Com-
mittee hearing with the United States Trade Representative, Ambassador Ron Kirk,
on February 9, 2011. At that hearing, Ambassador Kirk noted Panama’s important
steps in addressing certain labor and tax issues considered outstanding. In his testi-
mony, as well as in response to Chairman Camp’s request that Ambassador Kirk
set forth a concrete timeline for Congressional consideration of the Panama trade
agreement within the first six months of the year, Ambassador Kirk said that the
President directed him to immediately intensify engagement with Panama, like Co-
lombia, to resolve outstanding issues as soon as possible. Ambassador Kirk soon
after held consultations with the Panamanian government.

The U.S.-Panama Trade Promotion Agreement would open new markets to U.S.
exports and, in turn, benefit American businesses, farmers, workers, and consumers.
The independent U.S. International Trade Commission (ITC) estimates that imple-
menting the agreement would increase U.S. exports of key products to Panama by
up to 145 percent. Under the agreement, over 88 percent of U.S. exports of con-
sumer and industrial goods and over 50 percent of U.S. agriculture exports would
immediately become duty-free. Such benefits will be long-lasting. Indeed, since 2000,
U.S. exports to the 13 countries with which we have implemented trade agreements
have grown nearly twice as fast as our worldwide exports.

The agreement also increases access to the Panamanian services market. Services
already account for 76 percent of Panama’s GDP and promise further growth as
Panama increases its role as a Latin American and global trade and logistics hub,
creating new opportunities for U.S. businesses and workers.

Concerns have been raised about Panama’s refusal to provide the United States
with certain information needed to enforce U.S. tax laws. In November 2010, the
United States and Panama signed a Tax Information Exchange Agreement to ad-
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dress those concerns. In announcing the agreement, Treasury Secretary Timothy
Geithner said that it “usher[ed] in a new era of openness and transparency for tax
information between the United States and Panama.” Panama has also made sev-
eral changes to its labor laws.

Panama has already concluded trade agreements with major trading partners and
U.S. export competitors, such as Canada and the European Union, which remove
barriers to exports from those countries. Failure to implement our own trade agree-
ment with Panama could thus severely disadvantage U.S. exporters and in turn
jeopardize U.S. job creation.

In announcing this hearing, Chairman Brady said, “Opening up dynamic new
markets like Panama for American goods and services must be a priority
for robust U.S. long-term growth. That is why we need to move forward
with the U.S.-Panama trade agreement to create good U.S. jobs and in-
crease the competitiveness of U.S. exporters, as well as to preserve U.S. in-
fluence and leadership in our hemisphere. We will lose this opportunity if
the United States sits on the sidelines while Panama continues to grow and
implements trade agreements with our major competitors. American work-
ers, farmers, ranchers, manufacturers, service providers, and other export-
ers will simply be left behind. We need a concrete plan now from the Ad-
ministration for moving forward with the Panama agreement to allow Con-
gressional consideration of all three pending trade agreements by July 1.”

FOCUS OF THE HEARING:

The focus of the hearing is on Congressional consideration of the pending trade
agreement with Panama. The hearing will address the economic benefits this agree-
ment will bring to American businesses, farmers, workers, consumers, and the U.S.
economy. In addition, the hearing will examine the national security and geo-
political implications of the agreement, as well as Panama’s tax transparency.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear-
ing record must follow the appropriate link on the hearing page of the Committee
website and complete the informational forms. From the Committee homepage,
hitp:/lwaysandmeans.house.gov, select “Hearings.” Select the hearing for which you
would like to submit, and click on the link entitled, “Click here to provide a submis-
sion for the record.” Once you have followed the online instructions, submit all re-
quested information. ATTACH your submission as a Word or WordPerfect docu-
ment, in compliance with the formatting requirements listed below, by the close
of business on Wednesday, April 13, 2011. Finally, please note that due to the
change in House mail policy, the U.S. Capitol Police will refuse sealed-package de-
liveries to all House Office Buildings. For questions, or if you encounter technical
problems, please call (202) 225-6649.

FORMATTING REQUIREMENTS:

The Committee relies on electronic submissions for printing the official hearing
record. As always, submissions will be included in the record according to the discre-
tion of the Committee. The Committee will not alter the content of your submission,
but we reserve the right to format it according to our guidelines. Any submission
provided to the Committee by a witness, any supplementary materials submitted for
the printed record, and any written comments in response to a request for written
comments must conform to the guidelines listed below. Any submission or supple-
mentary item not in compliance with these guidelines will not be printed, but will
be maintained in the Committee files for review and use by the Committee.

1. All submissions and supplementary materials must be provided in Word or WordPerfect
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and sub-
mitters are advised that the Committee relies on electronic submissions for printing the official
hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
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not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. All submissions must include a list of all clients, persons and/or organizations on whose
behalf the witness appears. A supplemental sheet must accompany each submission listing the
name, company, address, telephone, and fax numbers of each witness.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—-225-1721 or 202—-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

Note: All Committee advisories and news releases are available at htip:/
www.waysandmeans.house.gov/.

———

Chairman BRADY. Good afternoon.

I would like to welcome you all here, including the Panamanian
Ambassador.

This is the second in a series of three hearings: Panama, Colom-
bia, and South Korea. It is no secret that I strongly believe we
should consider all three pending agreements by July 1st. There
are bipartisan calls in Congress to do that. And we are hopeful the
President moves forward with all three.

He has already talked about and made the case why we should
move the Panama and Colombia agreements now. As you know, on
his recent trip to Latin America, the President noted that we ex-
port three times more to Latin America than to China because of
our trade agreements across the region. He also stated, “Our ex-
ports to the region will soon support more than 2 million U.S. jobs.”

And yet, even though the President explained why we need to
move forward with the agreements, we wait. In the case of Pan-
ama, it has been almost 4 years.

Not only has the delay caused American companies, workers,
farmers, and ranchers to miss opportunities to sell more to Pan-
ama, we also run the risk of falling behind. Panama has concluded
trade agreements with our major competitors, such as Canada and
the European Union, and more are in the pipeline. If these agree-
ments go into effect before ours, we will face even greater competi-
tive challenges.

And the opportunities lost to these competitors could be gone for
a very long time. Panama is experiencing an infrastructure build-
ing boom due to $5.25 billion investment in the expansion of the
Panama Canal and Panama’s growing role as a logistics hub for
Latin America. If U.S. companies lose out on those infrastructure
contracts, they cannot hope to bid again later. These contract op-
portunities will be lost for good.

Panama’s expansion as a logistics hub also offers unique opportu-
nities for American service providers in addition to our manufac-
turers. Services already make up over 75 percent of Panama’s econ-
omy. This sector will swell as Panama develops greater capabilities
in information technology, finance, and insurance. U.S. service pro-
viders are well-positioned to meet this growing demand, but their
market access depends on having our agreement in place.

The economic reasons for the Panama agreement are, by them-
selves, significant, but the need to strengthen our relationship with
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Panama and engagement in the region is just as compelling. I was
heartened by the President’s trip to Latin America and his words
about the importance of Latin America to the United States, but
we need to provide tangible evidence of our commitment.

Panama i1s obviously a vital ally in terms of port and maritime
security. It is also an important partner in combatting drug traf-
ficking and terrorism. And, of course, there is the Panama Canal.
The United States is the largest user of the Canal, and Canal secu-
rity is paramount to our national security and broadly to open sea
routes. Panama’s cooperation in maintaining security of the canal
has been vital to our security in the region.

The significance of our relationship with Panama is obvious. Now
is the time for action and for the President to send the Panama
agreement to Congress.

Ambassador, I was encouraged by your positive remarks regard-
ing the status of the Panama agreement in our last hearing, but
we have yet to hear from the Administration a defined timetable
for bringing this agreement into force.

But, in the meantime, Panama has made extraordinary strides
in meeting U.S. demands. First of all, the Panamanian legislature
approved the agreement to include the provisions of the bipartisan
May 10th, 2007, deal back in July of 2007. Then there were con-
cerns raised regarding Panama’s tax transparency, and, in re-
sponse, Panama signed a TIEA with us in November and passed
all implementing legislation. Concerns have been raised about Pan-
ama’s labor law, and Panama has implemented substantial labor
protections and is undertaking even more just this week in its leg-
islature.

In my opinion, the substantive action by Panama is more than
enough to allow congressional consideration of the agreement.

Ambassador Sapiro, I want to ask you again, just as I did 2
weeks ago at our previous hearing, to present us a specific time-
table as to how the administration plans to proceed. In addition,
I would call again on the administration to begin the technical
drafting with us on the Panama and Colombia agreements, just as
we have begun with the South Korea agreement.

I would like to welcome all of our witnesses today and thank
them for being with us. I look forward to the testimony.

At this time, I will yield to Ranking Member McDermott for the
purposes of an opening statement.

Mr. MCDERMOTT. Thank you very much, Mr. Chairman.

At our last hearing on the Colombia Free Trade Agreement, I ex-
pressed my disappointment that we were not holding a mock mark-
up on the Korean Free Trade Agreement. I am even more dis-
appointed today that 2 weeks have gone by and the Republican
leadership is still blocking the Korean FTA. This Korean FTA is
done. It has the support of business, labor, Democrats, Repub-
licans, and the administration.

We should have had a mock markup of the Korean Free Trade
Agreement weeks ago. Every week that the Republicans wait costs
Americans jobs and jeopardizes our global competitiveness. Every
week the Republicans wait is more pain on American families and
hurts our geo-strategic interests with Korea and across Asia.
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While we are here to talk about Panama, the Republicans are si-
lent on helping middle-class Americans with renewing trade adjust-
ment assistance programs, the Andean preference programs, and
the general system of preferences. The Republicans are also doing
nothing on the miscellaneous tariff bill or on currency legislation.
They have decided that we can’t do anything on trade until Colom-
bia FTA is ready. That makes them really important.

And if stopping the entire legislative agenda on trade is not
enough, the Senate Republicans have announced they intend to
block the appointment of trade-related officials, even Cabinet secre-
taries, until the Colombia Free Trade Agreement is passed.

While I wish we were moving the Korean Free Trade Agreement
and a real job agenda forward, we are here talking about Panama’s
FTA today. The administration’s work on the Panama FTA, like its
work on the Korean FTA, is an example of how to do a trade agree-
ment right.

There were legitimate and serious concerns with Panama’s sta-
tus as a tax haven and with the fact that Panama’s labor laws fell
short of international standards. Rather than ignoring those con-
cerns, the Obama administration addressed them. For example, the
United States and Panama finally signed a tax information ex-
change agreement last November after 8 years of negotiation. And
Panama has made a number of changes to its labor laws already.

Still, Panama needs to ratify that tax agreement and make a few
important changes in labor laws. Panama is our partner and un-
derstands what it needs to do. It is willing to make the necessary
changes to the laws, and it is expected to do so very soon.

Congress would undermine the administration’s effort to resolve
the outstanding issues if it were to consider the FTA before Pan-
ama takes action. On the flip side, once Panama takes action, the
Panama FTA should be submitted to Congress without delay, not
held hostage to unrelated issues that are outside Panama’s control.

Panama and Korea FTAs provide a clear roadmap for the Colom-
bia FTA. Rather than setting artificial deadlines and ignoring seri-
ous breaches, such as labor-related violence and impunity, those
issues should be resolved before the agreement moves forward.

Many Republicans criticize the administration for taking the
time to get the substance right on all three of these trade agree-
ments. They want to just get them done with quickly, rather than
get them done right. They wanted to pass the Korea deal before the
auto provisions were fixed. They wanted to ignore the fact that
Panama was a tax haven. And they want to ignore the fact that
murdering union organizers and human rights activists in Colom-
bia goes unpunished. I don’t understand that, and I really don’t
think the American people do either.

The American people expect us to work to lift the labor stand-
ards of our trading partners, to insist that our trading partners not
operate as tax havens, and to ensure that our trade agreements do
all they can to ensure two-way trade, as the administration did
with the Korean auto deal.

In my view, this is the best way to rebuild strong and lasting
support for trade agreements, and I hope my Republican colleagues
will support that effort.
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The rules require a week’s notice for a hearing, so I just want
to encourage the Republicans to schedule this mock markup for the
Korean Free Trade Agreement for next Wednesday.

I yield back the balance of my time.

Chairman BRADY. Today, we will have two panels of witnesses.
The first panel is compromised of our witness from the administra-
tion, Ambassador Miriam Sapiro, Deputy U.S. Trade Representa-
tive from the Office of the U.S. Trade Representative.

Ambassador Sapiro, welcome again. And we look forward to your
testimony. As always, I am going to ask you to keep your testimony
to 5 minutes. And your written statement—that goes for all the
witnesses—will be made part of the record. And you are recognized
for 5 minutes.

Ambassador.

STATEMENT OF AMBASSADOR MIRIAM SAPIRO, DEPUTY U.S.
TRADE REPRESENTATIVE, OFFICE OF THE UNITED STATES
TRADE REPRESENTATIVE

Ms. SAPIRO. Thank you. And good afternoon, Chairman Brady,
Ranking Member McDermott, Members of the Committee. It is a
great pleasure to be back here and to testify today about the U.S.-
Panama Trade Promotion Agreement.

Two weeks ago, I highlighted the importance of a robust trade
policy that creates jobs for America’s workers and advances the
President’s goal of doubling exports by the end of 2014. We would
like to see all three pending agreements, once their outstanding
issues have been addressed, approved by Congress as early as pos-
sible this year.

Earlier this month, we notified the full committee that we are
ready to begin work on the text of the implementing bill for the
Korea FTA as soon as you are able to schedule those sessions. We
are working to advance the Panama agreement, too, within the
broadest possible bipartisan and stakeholder support so that its
true importance to the United States will be apparent to all.

Panama is one of the fastest-growing economies in Latin Amer-
ica, expanding by over 6 percent in 2010. Its strategic location as
a major shipping route is clear. Approximately two-thirds of the
14,000 annual transits through the Panama Canal are bound to or
from U.S. ports.

Currently, the U.S. market is already largely open to imports
from Panama. This agreement will level the playing field by giving
American workers, farmers, ranchers, and businesses greater recip-
rocal access to Panama’s growing market including nearly $10 bil-
lion in new infrastructure projects and an $18 billion services mar-
ket.

As important as these benefits are, President Obama has made
it clear that any trade agreement we present to Congress must be
consistent with our key values and in the clear interests of Ameri-
cans. The administration has therefore been working very hard
with Congress and with stakeholders since they came into office to
identify specific steps that Panama could take to improve its pro-
tection of internationally recognized labor rights.

As a result of this work, Panama has taken several steps to ad-
dress our concerns. With respect to enforcement of its labor laws,
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Panama has issued executive decrees to address the misuse of sub-
contracting and temporary work contracts, to strengthen collective
bargaining and the right to strike, and to prevent employer inter-
ference in union activities. In addition, Panama’s Labor Ministry
has issued a resolution to increase labor inspections in the mari-
time sector and to ensure that maritime workers are aware of their
rights and the means to address any problems.

As Panama has strived to improve its tax transparency practices,
we have worked with its government to address impediments in its
domestic law that have prevented the conclusion of a tax informa-
tion exchange agreement, known as a TIEA, with the United
States. Such an agreement was signed in November and is con-
sistent with internationally agreed standards as established by the
OECD. We expect that Panama will ratify the TIEA in the near fu-
ture.

On February 9th, Ambassador Kirk announced that we would in-
tensify our efforts and our discussions with Panama to complete re-
maining work. And we have done so. I am pleased to announce
that Panama is now in the process of completing work on the last
few steps.

The government introduced legislation this week to ensure that
companies in the Baru Special Economic Zone will no longer be ex-
empt from key labor rights provisions. Also pending before Pan-
ama’s National Assembly is legislation to ensure labor rights are
respected in export-processing zones and to eliminate restrictions
on collective bargaining in companies less than 2 years old. Last
evening, both pieces of legislation passed their second reading.

Once all of the outstanding issues are addressed, the administra-
tion will be ready to prepare the agreement for congressional con-
sideration. Together, we will ensure that American workers enjoy
a level playing field with a trading partner that has adopted strong
worker protections and sound tax transparency policies.

I also want to update you briefly on our efforts to intensify our
work with Colombia to address outstanding concerns regarding the
protection of internationally recognized labor rights, the prevention
of violence against labor leaders, and impunity from prosecution. I
am pleased to say that this afternoon I will resume high-level dis-
cussions with senior advisors from President Santos’ administra-
tion on how best to advance these goals.

In the meantime, I ask you to keep faith with America’s workers
by renewing trade adjustment assistance as soon as possible. I urge
you also to renew the GSP and the ATPA programs for as long as
possible.

We look forward to working with all of you on the aspects of our
trade agenda in a manner that builds bipartisan support and that
creates new opportunities for the Americans that we serve.

Thank you.

[The prepared statement of Ms. Sapiro follows:]
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Chairman BRADY. Ambassador, thank you.

For planning purposes for the lawmakers, witnesses, and the au-
dience, we will be recessing now so that Members can attend the
bipartisan classified briefing on Libya conducted by the Adminis-
tration’s Cabinet.

We will reconvene promptly at 3:30. And, Ambassador, thank you
for your willingness to hang tight with us. And then we will go to
questions. And then, at 4:15, we will bring the second panel for-
ward. Again, Ambassador, thank you for your flexibility today.

So we will recess until 3:30.

[Recess.]

Chairman BRADY. Thank you. The hearing will convene. Thank
you again for your patience.
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The chair recognizes Ranking Member McDermott.

Mr. MCDERMOTT. Madam Ambassador, I have a practical ques-
tion. We are trying to ramp up exports in this country. And there
is a certain feeling that public employees are of no use to the peo-
ple of America, that we really could get rid of the government and
we would still have a system that functioned.

And I would like you to explain what goes on when somebody
wants to export something from the United States of America to
any country. Can they just walk down to a boat and throw it up
on the boat and away it goes? Or do they have to get documents
from public officials?

I am thinking in terms of the government shutdown that we are
moving toward here shortly. Some people are acting as though that
doesn’t mean anything. And I remember a call I got in 1995 from
a guy who was trying to export grass seed to Saudi Arabia and was
going to lose a $500,000 line of credit because he couldn’t get one
simple export document from the Department of State.

I would like to hear what actually goes into exporting things and
what role government employees play in that.

Ms. SAPIRO. Thank you, Congressman.

We are also keeping an eye on the possibility of a shutdown with
some concern, as we are working intensively to be able to resolve
the outstanding issues with respect to both Panama and also Co-
lombia and hopefully be in a position to present these agreements
to the Congress for their consideration.

So we hope very much, for a variety of reasons—and this, obvi-
ously, is just one small part of the government, but it is an impor-
tant priority right now at USTR. So we certainly are keeping an
eye on the budget talks and hope that they will be successful so
that we will be able to keep working on these FTAs at an intensive
pace.

You are quite right, Congressman, that exporting a commodity,
for example, from the United States is not as simple as putting it
on a boat headed toward Panama or any other country. One of the
many benefits of a free-trade agreement is the ability to streamline
that process and to make it easier for our exporters, whether they
be farmers or ranchers or businesses, to be able to take advantage
of the tremendous opportunities that we see in markets in Latin
America and elsewhere.

So we, like you, are keeping an eye on the budget talks and hope
very much that there will be a resolution soon.

Mr. MCDERMOTT. What do you mean, to streamline the proc-
ess? What are you thinking? I mean, now we have a free-trade
agreement, so if I want to ship something to Oman or Israel or
someplace, I just take it down and put it on the ship, right? It is
a free-trade agreement; I can send it anywhere I want anytime I
want, right?

Ms. SAPIRO. Well, there are customs rules and forms. And what
we do through our free-trade agreements is try to standardize
those so that it is easier to have convergence between our systems
and the system of the foreign trade partner. So we do a variety of
things to make sure that, actually, at the border the process is fa-
cilitated; we call it customs facilitation.
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We also want to make sure that, for example, with respect to an
agricultural commodity, that this is something that the other coun-
try has already agreed to accept, that it meets certain SPS—sani-
tary and phytosanitary standards.

And so, as you know, a tremendous amount of effort goes into
making sure that the process works as smoothly as possible. But
it is complex, and these free-trade agreements do play a role in
simplifying the procedures and ensuring common standards in both
countries so that we can boost our exports and we can meet the
target that the President has set for us.

Mr. MCDERMOTT. What does it mean to the country if the gov-
ernment shuts down, if the ports shut down their ability to move
goods for a week or a month?

Ms. SAPIRO. It could certainly be challenging, quite challenging.

Mr. MCDERMOTT. Is that all you think, is just challenging?
There would be no economic consequences of that?

Ms. SAPIRO. I believe that there would be. And, as I mentioned,
I am concerned about it with respect to the specific issue of the
work we are trying to accomplish at USTR but, also, obviously, the
broader implications for our economy.

Mr. MCDERMOTT. Thank you.

Chairman BRADY. The chair recognizes Mr. Doggett.

Mr. DOGGETT. Thank you, Mr. Chairman.

And thank you, Ambassador.

Is it correct that we have been attempting to get a tax exchange
agreement with Panama since 20027

Ms. SAPIRO. That is correct, Congressman.

Mr. DOGGETT. And as of today, we don’t have an agreement
that is ratified.

Ms. SAPIRO. We signed—the Department of Treasury

Mr. DOGGETT. Right.

Ms. SAPIRO [continuing]. Secretary Geithner, did sign the
TIEA——

Mr. DOGGETT. Yes, I read his announcement about it. But the
Panamanians have not ratified it.

Ms. SAPIRO. The Panamanians have informed us that they are
taking steps to ratify that, and

Mr. DOGGETT. Well, they have had it

Ms. SAPIRO [continuing]. They expect to—if I may finish, sir

Mr. DOGGETT. Surely.

Ms. SAPIRO [continuing]. They expect to do that soon.

Mr. DOGGETT. Well, they have had it there since November.
When you say “soon,” they will be completing their current session
in April. Will they have it ratified in April?

Ms. SAPIRO. I have every reason to believe that Panama will
ratify the TIEA as part of its broader efforts to remove itself from
the OECD list of gray zones, and that they will do it promptly.

Mr. DOGGETT. All right. And so, are you expecting them to
complete it before they recess at the end of April?

Ms. SAPIRO. I have every reason to believe that they will do it
before they recess.

Mr. DOGGETT. Great. Because if we were to seek information
from them today, we would be in no better position than we were
in 2002, would we, without the ratification of that agreement?
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Ms. SAPIRO. That is an interesting question, Congressman.
They have taken steps to enact laws with respect to bearer shares.
And, also, they have enacted a law that they call “Know Your Cli-
ent,” which enables them to exchange information with other gov-
ernments that they had not previously been able to.

So I would have to look a little bit further into that to give you
a more precise answer to your question.

Mr. DOGGETT. Okay, I welcome you doing that, because I don’t
believe, without an information exchange agreement, that unless
we wanted to go into Panamanian courts and attempt to enforce
our rights there, that we would be in any different position than
7 years through which the Panamanians have drug this thing out.

And you mentioned their desire to get out of the gray zone with
OECD. They do not have a tax information exchange agreement
with any country other than ours, do they?

Ms. SAPIRO. My understanding, Congressman, is that they have
negotiated almost a dozen treaties already. Most of them are called
double-taxation treaties

Mr. DOGGETT. Right, those are tax treaties. But they don’t—
and they incorporate a tax exchange provision similar to this, but
we chose not to go that route since they apparently have little, if
any, taxes on foreign entities in Panama, correct?

Ms. SAPIRO. I would have to refer that question, Congressman,
to the Department of the Treasury because of its relationship to
our Tax Code and tax policies.

Mr. DOGGETT. You don’t know what the status is, then, with
reference to OECD that you referenced earlier.

Ms. SAPIRO. What I was suggesting we respectfully ask the De-
partment of Treasury to address is the decision to pursue a TIEA
rather than a double-taxation treaty.

With respect to the OECD list, my understanding is that, when
a country negotiates and signs a total of 12 tax transparency agree-
ments, which I believe can be defined either as double taxation or
as a TIEA as long as they deal with the transparency question,
then such a country is removed from the list. My understanding,
in addition, is that Panama has come very close because it has al-
ready signed a total of 11 agreements and has already negotiated
an additional 4 agreements that await signature. So I would antici-
pate that they may well be off the list in the near future.

Mr. DOGGETT. Do those agreements require ratification?

Ms. SAPIRO. I can’t speak to the nature of those agreements
with other countries. I do know that, in the case of the TIEA, the
Department of Treasury concluded it as an executive agreement.
Panama does need to go through a ratification process, which it
has, I am pleased to say, already started.

Mr. DOGGETT. Okay. And one last question in a different area:
From your experience there at USTR, are you aware of any experi-
ence that would suggest that public interest representatives, to the
modest extent that they have been involved in industry trade advi-
sory committees, have ever caused a problem for USTR or any of
its goals?

Ms. SAPIRO. We share, Congressman, your goal of ensuring that
there is broad representation across the ITACs, the advisory com-
mittees. And we have been working closely with your staff on some
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concrete recommendations in order to achieve that goal. We al-
ready have an unprecedented formal and informal way of ensuring
that we include a broad range of voices in our policies——

Mr. DOGGETT. That wasn’t my question, though. I just wanted
to know if you have experienced any problem

Chairman BRADY. If I may, since time has expired, perhaps,
Ambassador, if you could complete your response in writing to Mr.
Doggett.

Ms. SAPIRO. I would be happy to do that.

Chairman BRADY. Thank you.

Ms. JENKINS. is recognized.

Ms. JENKINS. Thank you, Mr. Chairman.

And thank you, Ambassador, for being back to join us again.

As you know, when the U.S.-Panama agreement goes into effect,
more than half of current U.S. farm exports will become duty-free
immediately. The American Farm Bureau estimates that U.S. farm
exports to Panama will then exceed $195 million, doubling our U.S.
exports. And as you well know, many of the items that will benefit
are processed or semi-processed products, such as high-quality beef,
chicken, pork, soybeans, and wheat.

Now, in Kansas, we raise a lot of high-quality beef, chicken,
pork, soybeans, and wheat. In fact, we pride ourselves on feeding
the world. So I am anxious to see these agreements, as well as the
agreements with Colombia and South Korea, approved as soon as
possible.

But my question is, how does reducing tariffs on these products
prevent U.S. agriculture exports from losing market share to ex-
porters from other countries like Canada, Brazil, and Argentina, as
they have done in the case of Colombia? And how will this agree-
ment ensure U.S. competitiveness in years to come?

Ms. SAPIRO. Thank you very much, Congresswoman, for that
question. I am very glad that you didn’t ask me to compare beef
from Kansas to beef from Texas. I was very

Chairman BRADY. And you know the answer to that.

Ms. JENKINS. Yeah, we tried that the last time.

Ms. SAPIRO. I remember. And, fortunately, none of you asked
me for my opinion, so I am going to stay neutral. I enjoy beef from
all States in our country that produce it.

But, no, you are quite right to point out the benefits to our agri-
culture sector from this agreement. It is not currently a two-way
street, because much of what Panama exports to us comes in duty-
free because it is a CBI beneficiary, whereas our farmers and
ranchers face tariffs on their exports to Panama.

So when this agreement is in force, they will benefit greatly, es-
pecially in the beef area. The high cuts of beef are going to be duty-
free immediately, and additional beef exports will become duty-free
over time. So this is an important agreement for your State, in par-
ticular.

Ms. JENKINS. Okay. Thank you for that.

As we have seen with Colombia, it is clear that U.S. agriculture
producers and exporters will lose valuable markets if these trade
agreements are not passed, which will most certainly hurt farmers,
ranchers, and other workers in the agriculture sector.
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And while the agriculture industry has been one of the few
bright spots in our economy, a further delay in implementing these
pending agreements will impact not only that industry but also
rural America as a whole. In places like my little hometown of Hol-
ton, Kansas, a strong agriculture industry is the basis of our econ-
omy. And that includes businesses ranging from those that sell and
repair equipment, to the Holton Country Mart, Ron’s IGA, and Bar-
bara’s Beauty Bar.

Can you explain to us what the effect is likely to be on all of
those businesses and small communities like my little hometown if
we don’t pass these agreements?

Ms. SAPIRO. This agreement will benefit U.S. exporters, wheth-
er they are large, established companies or small and medium en-
terprises struggling to get a foothold.

One of the things that the President feels very strongly about is
making sure that we have a national export initiative that cuts
across all sectors of the economy as well as embraces the SMEs
that sometimes can otherwise get left out. So USTR, for example,
works closely with SBA and also with Ex-Im and other parts of our
government, especially the Department of Commerce, to make sure
that we are not overlooking the smaller companies and that,
whether they are small farms or they are service providers, if they
want to establish a market overseas, that we have the ability to
help them do that.

And we would very much like to see the small and medium en-
terprises across our country reach out to more markets. And for
those companies that already are in a market, they typically have
only one customer. We would very much like to work with them
and see if we can’t double, triple, or quadruple the number of cus-
tomers they have as well as the number of countries that they are
exporting to.

Ms. JENKINS. Well, thank you. And I just hope you will be
mindful of the effect that these trade agreements have on rural
America. We all struggle with the whole issue of rural economic de-
velopment, and these free-trade agreements will have such a
compounding effect in many small, rural communities all across
this Nation. They are critical.

So, with that, I would yield back. Thank you.

Chairman BRADY. Thank you.

The chair recognizes Mr. Smith.

Mr. SMITH. Thank you. And I appreciate the opportunity to
have a dialogue here.

I would like to begin by associating my concerns with my col-
league from Kansas, knowing that we probably have a good part-
nership in producing high-quality beef, among other products—I
guess we will leave it at that.

Now, in technical respects, what would you say are the major dif-
ferences between the South Korea Trade Agreement and the Pan-
ama Trade Agreement?

Ms. SAPIRO. I would say that both agreements embrace high
standards across the board. The Panama agreement, in particular,
I think, will benefit the relationship because of the infrastructure
projects that Panama is already beginning with respect to the



22

Canal and the additional infrastructure projects that we see com-
ing down the road.

There is also a growing market for service providers. And, frank-
ly, Panama has a growth rate that I am envious of. It is one of the
fastest-growing economies in Latin America and Central America
today.

So I think there is great potential for our exporters from Ne-
braska, from Kansas, from Texas, from other States to really make
the most of this agreement once it——

Mr. SMITH. Right. I mean, you suggested that there are high
standards in both agreements. Are there not high enough stand-
ards, then, to buy in here so that we can get this passed?

Ms. SAPIRO. We are working very hard, as I mentioned, to be
able to present these agreements to Congress for your consider-
ation.

With respect to the labor chapter of the Panama agreement,
there were some concerns, which are now being addressed, with re-
gard to their enforcement in certain sectors, such as maritime, con-
struction, and a few other sectors as well. I am pleased to say that
Panama has been addressing those concerns and is even now tak-
ing legislative action that, once completed, will put it in a very
good position to be able to easily implement the labor chapter.

Mr. SMITH. Is it conceivable that we could get this passed by
July 1st?

Ms. SAPIRO. We are working very hard, and so is Panama. The
ball is really in their court right now. And I am very encouraged
by the actions that they took as late as last evening. So I think
they are working at a quick clip. And we are doing everything pos-
sible that we can to support them doing that, because this is an
agreement that is important to many exporters in this country.

Mr. SMITH. And, finally, do you feel that there might be some
downside to delaying?

Ms. SAPIRO. Our market share in Panama has been remarkably
stable over the last few years. Our closest competitors are Canada
and Europe, and their share is currently a lot lower than ours.

But we are not sitting back, I assure you, Congressman, we are
not sitting back and celebrating those statistics. We are working
very hard because we share your sense of urgency. This agreement
and the other agreements are important to Americans who export.

So we are doing everything possible to work with Congress, to
work with our stakeholders, to address the issues that had been
identified earlier and that we believe the Panamanian Government
%s now taking steps to address, and believe that they will do so fair-
y soon.

Mr. SMITH. Okay. All right.

Thank you, Mr. Chairman. I yield back.

Chairman BRADY. Thank you.

Mr. Buchanan.

Mr. BUCHANAN. Yes, thank you, Mr. Chairman, for holding
this.

And, Ambassador, I appreciate your coming.

I represent part of Florida, but being the only Ways and Means
member in Florida, we have 14 ports; exports are a huge part of
our business there. I know, in my port, it is the closest port to the
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Panama Canal. We think we can create 20,000 more jobs just out
of our port in Manatee County.

I have been down there; we have met with the Ambassador at
the port. I have been down to Panama. I met with the President
down in Panama. But it just seems like it has gone on for 4 years,
not just this administration but the last 2 years before that.

They seem like they have jumped through a lot of hoops. They
love America. They want to do business. They have done a full-
court press in terms of this trade agreement. And it seems like it
is just some special interests, you know, on our side that are driv-
ing the agenda.

And we keep moving the goal post. I mean, you talk about
human rights, and I know that is important to everybody, but, at
the same token, you could throw that out anyplace, anytime, any-
where. And, obviously, the unions are concerned.

But I can tell you, for States like Florida and Texas, we need to
have Panama on line in a bigger way. And we are really losing our
credibility, frankly, down there. I have been in business 30 years;
I am not a career politician. But if it takes 4 years to get something
done, there has to be a question of good faith on our part. And it
is really more of a political agenda than it is about doing what is
right.

So I don’t want to ramble on, but I want to get your comments
on that.

Ms. SAPIRO. Thank you, Congressman, for your question.

We share your sense of urgency, and we do want to see this done
as quickly as possible. Since we took office in 2009, we have been
working with the Panamanian Government to identify the issues of
concern. And some of it was with respect to enforcement in the sub-
contracting area, with respect to temporary workers, and I men-
tioned maritime workers.

They have been working diligently to address the issues that
they could through administrative decrees. There are a few issues
that they needed to address through legislation, and they are now
in a position where they can move that legislation forward. And I
believe they will be able to do so fairly quickly.

One of the laws refers to Baru, which is the special economic de-
velopment zone where they had had certain exemptions from core
labor provisions. And they are now taking steps to remedy that.

Mr. BUCHANAN. What timeframe do you feel like, realistically,
we are talking about given where we are with Korea? Korea looks
like that is going to get done, we are going to get something here
to the Congress. But in terms of Panama, you know, can we get
that done before June. Will you get it back to us? I mean, what
timeframe are we on?

Because I am concerned, if it gets past this summer and August
recess, this thing is going to get much more political and it is not
going to get done. Then we drag it on another year and a half. And
I just think it is the wrong direction.

Do you have a sense, what would be your commitment or your
sense of when we can get this done?

Ms. SAPIRO. Congressman, we would like to see Panama take
these final steps as soon as possible, and I have every reason to
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believe that they are doing so. I believe we are pushing on an open
door, as the saying goes, and that they are working rapidly.

The fact that the Baru legislation and the other piece of legisla-
tion dealing with export-processing zones and some restrictions in
place on companies that are less than 2 years old, these two pieces
of legislation are now moving very quickly through their national
assembly. So I am hopeful that they will be able to——

Mr. BUCHANAN. Well, I came here in 2007, and we have been
talking about Panama ever since I have been here. And I think it
is really a shame that we are not finding a way to, you know, put
this thing together. And I would be very, very disappointed if this
thing ran on, because it would affect a lot of jobs. Florida has 12
percent unemployment; the country has 9 percent. We need those
good-paying jobs. We need to get this deal wrapped up with Pan-
ama. We needed it yesterday.

It would be great if we could do it with Korea. I think the
mindset is, for one reason or another, you are not going to do it
that way. But we need to get this done. It means a lot of jobs to
Florida. Export opportunities for Florida companies, small and
large, are huge. And I hear that from so many people all over the
State. I can’t tell you the level of frustration among the business
community in Florida at our lack of ability to get this thing
wrapped up.

Ms. SAPIRO. We share your concern and fully appreciate how
important this agreement is, in particular, to Florida.

Mr. BUCHANAN. Okay. Are you going to give me a timeframe?
Are you going to tell me when we are going to get it done?

Ms. SAPIRO. We are working quickly. The ball right now is in
Panama’s court.

Mr. BUCHANAN. How about May?

Ms. SAPIRO. I don’t want to give you a date and be wrong. Let
me just assure you that we share your sense of urgency and we are
working, sometimes around the clock, to encourage Panama to take
these final steps. And we believe they will do so.

Mr. BUCHANAN. We really need 1t for jobs.

b I kappreciate the opportunity. Thank you, Mr. Chairman. I yield
ack.

Chairman BRADY. Thank you.

She is dying to say it will be here by July 1st for consideration,
so we will just assume that that is the answer.

And, obviously, the reason you get bipartisan support for moving
all three is, together, they represent $13 billion in new sales for
American companies and farmers and workers. And, you know, in
this economy, every customer counts, every sale counts, every job
counts. And so the goal of continuing to move all three is because,
together, all three are very important to our economy.

Let me ask you, on labor issues, you made reference to Panama
having laws made more than a dozen changes to its labor—first,
it reopened the agreement, signed and included the bipartisan May
10th agreement on labor, environment, and there were other
issues. It has made more than a dozen changes to its labor code;
is in the process of moving legislation, as you said, to address other
issues. So, clearly, Panama is making additional commitments, and
impressive commitments, on labor.



25

But on tax information and transparency issues, my under-
standing is that, since 2002, Panama has been a committed juris-
diction, according to OECD, which means they are cooperative re-
garding tax information. We have had a longstanding mutual legal
assistance treaty that covers the exchange of tax information if the
question is effectively tied to illegal activities.

Panama has signed a TIEA, has begun to implement it, is in the
process of creating a new international tax unit, a unit for inter-
national exchange of tax information. It is enhancing its coopera-
tion with double-taxation agreements with 15 countries, sharing
tax information. Secretary Geithner recently remarked, with the
signing of the TIEA, “this ushers in a new era of openness and
transparency for tax information between the United States and
Panama.”

So, in your view, is Panama taking impressive strides to improve
tax transparency?

Ms. SAPIRO. Panama has taken very important steps in the
right direction. And I believe that they will follow through on what
they have promised to do with respect to the TIEA and with re-
spect to completing the other taxation treaties that will then enable
them to be off of the gray list.

We are truly encouraged by their progress, no doubt in part not
just because of the FTA but because of the emphasis that the G-
20, with U.S. leadership, has put on the need to fight tax havens
around the world.

So Panama, for its own reasons, is taking very important steps.
And we do welcome what they have done. And we do believe that
they will quickly be able to finish their work, both with respect to
tax transparency issues and also with respect to the labor code
changes that are important to see done.

Chairman BRADY. Thank you, Ambassador. Panama really is a
key trading ally, and the improvements they have made and com-
mitments they have made are impressive. And, again, our goal is
to accelerate the passage and implementation of all three agree-
ments, and look forward to working with you to do so this summer.

So thank you again for being with us today.

Ms. SAPIRO. Thank you, Mr. Chairman.

Chairman BRADY. At this point, since votes have been called
and it is a fairly long series of votes, we will recess this hearing
until immediately after the last vote and proceed with the second
panel.

Thank you.

Chairman BRADY. The subcommittee will reconvene.

I would like to welcome our second panel. And thank you for
your patience today. We don’t always control our voting schedule
nor the classified briefings, but thank you. We know how busy—
Mr. McDermott and I know how busy your lives are, so thank you
for sharing time with us today.

Our first witness will be Doug Oberhelman, chairman and chief
executive officer of Caterpillar, Inc. He is also testifying on behalf
of the U.S. Chamber of Commerce, the National Association of
Manufacturers, the Business Roundtable, and the Latin American
Trade Coalition.
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After him, we will hear from Mr. Gary LaGrange, president and
chief executive officer of the Port of New Orleans.

Our third witness will be Mr. Doug Wolf, President of the Na-
tional Pork Producers Council and also owner and operator of Wolf
L&G Farms.

Fourth, we will hear from Mr. Jasper Sanfilippo, president and
chief operating officer of John B. Sanfilippo & Son, Incorporated.

And, last, we will hear from Mr. Hal Shapiro, who is a partner
at Akin Gump Strauss Hauer & Feld.

Before we begin, I understand that our colleague Mr. Schock,
who has been a tremendous advocate in the trade area, would like
to give further introduction to Mr. Oberhelman, who is from his
district.

Mr. Schock.

Mr. SCHOCK. Thank you, Chairman Brady.

I have the great pleasure this afternoon to introduce to the com-
mittee a great friend of my hometown from Peoria, the chairman
and CEO of Catepillar, Doug Oberhelman.

Doug joined Caterpillar fresh out of college as a financial analyst.
And, over his 35-year career, he has held a variety of positions, in-
cluding senior finance representative based in South America, dis-
trict manager for the company’s North American Commercial Divi-
sion, and managing director and vice general manager for strategic
planning at Caterpillar Japan, Limited, in Tokyo, Japan.

He was elected as vice president and chief financial officer in
1995. In 1998, he became vice president with responsibility for Cat-
erpillar’s engine business. He became a group president and mem-
ber of Caterpillar’s executive office in 2002. And, as group presi-
dent, he had responsibility for a vast number of functions, from fi-
nancial products to HR to remanufacturing, just to name a few.

In October 2009, he was named vice chairman and CEO-elect.
During this time, he led a team that developed the future strategic
plan for the company. And, in 2010, Doug was elected chairman
and chief executive officer.

In addition to his work at Caterpillar, he serves as a director for
the boards of Eli Lilly and Company, World Resources Institute,
Wetlands America Trust, and The Nature Conservancy’s Illinois
chapter. He is also a member of the board of directors of the Asso-
ciation of Equipment Manufacturers and the Manufacturing Insti-
tute. In addition, he is vice chairman and a member of the execu-
tive committee of the National Association of Manufacturers.

On a personal note, Doug and Caterpillar have been great citi-
zens of Peoria and the State of Illinois. They take their corporate
citizenship responsibility seriously and have provided a foundation
for employment in Peoria, Illinois, and our country for decades. In
fact, Caterpillar employs 23,000 of its 104,000 employees worldwide
in Illinois, with many living and working in the Peoria area. And
if you have ever traveled to Peoria—I would encourage to you do
so, if you haven’t—there is no doubt that their positive presence is
felt and seen all over our community.

The truth is, Caterpillar has been an integral part of our country
since the company’s founding. Cat is the world’s largest manufac-
turer of construction and mining equipment, diesel and natural gas
engines, industrial gas turbines, and diesel electric locomotives.
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Cat products touch every continent, serving 180 countries. So there
may not be a better representative to have before us today to attest
to the success of open markets and free trade than Caterpillar.

Once against, Mr. Oberhelman, I appreciate your willingness to
testify before our committee. And I look forward to the conversa-
tion this committee will have you with about the significance of the
U.S.-Panama Free Trade Agreement.

Thank you, Mr. Chairman.

Chairman BRADY. Thank you, Mr. Schock.

We also have another key leader of the House Ways and Means
Committee, Dr. Boustany, whom I have asked to say a few words
to introduce his home State witness, Mr. LaGrange.

Doctor?

Mr. BOUSTANY. Well, Chairman Brady, thank you. It is a great
privilege to introduce a real leader in the State of Louisiana.

Gary LaGrange has served as president and CEO of the Port of
New Orleans since 2001. And, under his direction, we have seen a
tremendous expansion of the port activities, despite a number of
adversities, including something called Hurricane Katrina. In fact,
Gary, with his leadership on the ground, got that port back up and
operational within 2 weeks of the hurricane coming through, which
was vital to getting New Orleans relief and moving the city for-
ward in a recovery effort.

Gary has overseen a number of many expansions since taking his
lead position at the Port of New Orleans, but he has also held a
number of leadership positions at the State and national level, as
well, including chairman of the National Waterways Conference; he
serves on the board of the Waterways Council, as well. He is past
chairman of the American Association of the Port Authorities,
which is an alliance of 350 ports in the Western Hemisphere;
serves on the board of Gulf Ports Association of the Americas and
is past chairman and past president of the Gulf Intracoastal Canal
Association.

He also was named to the Federal Reserve Bank of Atlanta’s Ad-
visory Council on Trade and Transportation. And Gary has also re-
ceived international recognition, in that he was named to the Hall
of Fame by the International Maritime Association at the United
Nations.

Gary has been a great leader on maritime issues and inter-
national trade.

And it is a real privilege, Gary, to have you here today. Thank
you.

Chairman BRADY. Thank you, Dr. Boustany.

And, welcome, Mr. LaGrange.

We welcome all of you, look forward to your testimony. I would
also ask our witnesses to keep their testimony to 5 minutes.

Mr. Oberhelman, your written statement, like all those of the
witnesses, will be made part of the record. And you are recognized
for 5 minutes.
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STATEMENT OF DOUGLAS R. OLBERHELMAN, CHAIRMAN AND
CHIEF EXECUTIVE OFFICER, CATERPILLAR, INC., ON BE-
HALF OF CATERPILLAR, INC., THE U.S. CHAMBER OF COM-
MERCE, THE NATIONAL ASSOCIATION OF MANUFACTURERS,
THE BUSINESS ROUNDTABLE, AND THE LATIN AMERICA
TRADE COALITION

Mr. OBERHELMAN. Thank you, Chairman Brady and Ranking
Member McDermott, Congressman Schock, for that very warm wel-
come and support of our initiatives, including trade and beyond
trade, for Caterpillar. We really appreciate that from all of you.

In recent months, Caterpillar has been identified in the press as
the company leading the charge to ensure that the Obama adminis-
tration and Congress enact all three—I repeat all three—pending
free-trade agreements, not just Korea but also Colombia and Pan-
ama. I would like to begin by saying, that is a fair characterization
and one we are quite proud to accept. In fact, our support for ex-
panding trade goes beyond the pending free-trade agreements. We
also strongly support completing the WTO Doha round, finishing
the Tﬁans-Paciﬁc Partnership, and bringing Russia into the WTO
as well.

But for today’s purposes, I want to focus on the pending Latin
American agreements, with special emphasis on Panama.

You may have seen Politico.com today. We ran an ad; it features
four of our machines. All four were made in the State of Illinois.
It appears there is a generator set off to the side, which was made
in the State of Indiana. And, with any luck at all, the ocean
freighter passing through the canal would have auxiliary power
from Caterpillar made in Indiana, as well. So, just a reminder of
how important this really is, and I would like to add this to the
record, if I could.

Caterpillar and the organizations I represent strongly support
the U.S.-Panama Free Trade Agreement, as well as Colombia and
Korea, because they promote sustainable economic growth, both at
home and abroad.

In Latin America, we now have agreements with Mexico, Chile,
Central America, the Dominican Republic, and Peru. I am pleased
to report that Caterpillar exports have dramatically increased fol-
lowing the approval of these free-trade agreements. Since the
agreements have gone into effect, Caterpillar exports last year are
up fivefold to Mexico, threefold to Chile, and up by more than 60
percent to Peru.

Others have benefited, as well, and not just from the Latin
agreements, but from all of them. Allow me to explain: It is no se-
cret that the United States consistently runs a trade surplus in
services and agriculture. But what the public and many policy-
makers don’t realize is that the U.S. also runs a trade surplus in
manufactured goods, but only with the 17 countries, as a group,
tShat have implemented free-trade agreements with the United

tates.

The important fact is that free-trade surplus gets lost in the dis-
cussion because there is a large trade imbalance for manufactured
goods from non-free-trade-agreement partners, but the message
about the success of free-trade agreement is—excuse me—is too im-
portant to get lost.
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It is proof that American manufacturers can compete with any-
one, provided they have open markets and a level playing field.
That is exactly what trade agreements like the ones with Panama,
Colombia, and Korea will provide.

In addition to helping U.S. manufacturers of industrial goods, the
Panama Free Trade Agreement will substantially improve market
access for American farm products, including pork, consumer goods,
and services. It will bolster the rule of law, investor protections,
internationally recognized workers’ rights, transparency, and intel-
lectual property protections.

Some dismiss Panama as a small country that should not be a
U.S. trade priority. Others take trade with Latin America for
granted. We think that is incredibly shortsighted. Last year, Cater-
pillar exported more products to Panama than Korea. We exported
more products to Colombia than India or Germany. And, as a re-
gion, last year, Caterpillar exports to Latin America increased 58
percent, which is more than any other region of the world. Today,
6 of our 10, at Caterpillar, largest export markets are in Latin
America. They are great friends of the United States, as well.

We are pleased that Congress and many in the administration
now recognize the importance of trade with Latin America. To dem-
onstrate that commitment, we hope the first order of business will
be passing the agreements with Colombia and Panama as well as
the agreement with Korea.

I would be remiss if I didn’t also emphasize the other reasons to
support the Panama trade agreement. Most importantly, Panama,
like Colombia and Korea, is an ally and friend to the United
States. It has major ports to both the Atlantic and Pacific, and the
Canal is a major transit point for world trade.

Panama is a good place to invest. One-third of its population
speaks English, it is a fully dollarized economy, and it is strategi-
cally located, which makes it a good place to locate logistics and
customer support operations, which we have done. At Cat, we are
pleased with the success of our investments in Panama and with
the high quality of our Panamanian workforce.

For Caterpillar, the Canal expansion is particularly exciting. The
expansion is one of the biggest public works projects in the world
in years. We are doing our best to earn business associated with
the Canal and all other infrastructure projects being built in Pan-
ama.

If we can sell our U.S.-produced products to Panama duty-free,
it will help our customers provide us with a competitive edge over
products made elsewhere, like China and Japan. In practical terms,
the agreement means that Panama’s 10 percent duty on off-high-
way trucks built in Decatur, Illinois, motor graders built in Arkan-
sas, scrapers built in Decatur, and diesel engines in Indiana would
be eliminated.

What does the U.S. have to do in return, as it relates to mining
and construction equipment? The answer is

Chairman BRADY. Mr. Oberhelman, I apologize——

Mr. OBERHELMAN. That is okay.

Chairman BRADY [continuing]. Since you have waited and been
patient all day. I would like to give you some time during my ques-
tioning to be able to




30

Mr. OBERHELMAN. I understand fully.
Chairman BRADY. No, thank you. You all are so very kind.
[The prepared statement of Mr. Oberhelman follows:]
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peahlic works project smoe the Theoe Gonges Dam in Ching — i= so esciing for Caserpalar,
With maany newer, lagger ships anshle i wse the canal — which s slready o capaciay — it
makes langer than ir shookd for some LS. expoms to each overseas markes. Ao cxpanded
carkl will alleaw nmany Amencen manfecnarers e more competinye by shomening their
suprply chain and reducing invenmmes,

Wi are also exovted about consmmcion of & nees meteo system m Panama Ciy and
the Peraguills mine, which sill ke che Sih e sr copper mine in the workl, We sre desng aur
bezar 1 ey thee bmisiness associmied with the canal and all the echer imfmstrucim poojieces
Ezing bt in Panama 15 we can sell all case U S -peradoced products oo Pasara dony-feee, it
will hikp vasr custamers amd proncide os with 8 compemive edge over produces made in ocher
prarts of the waorkl,

L5, expoet sutoes m Parairn comes despeee a fumdameneal imhakance o e
proverbial playing Bield. The Unined Seares wnilarerally opened ies marker i Panama and i
tefphlams derough the Carlshean Basin ledtiative s 1985 arel capanclad thar acees lsrough
syreasive acts with rhe sugpom of serang bipari=an majosices in Congress, Cuarmently, under
the Casilshean Basin Trale Panmeeship Ace (CITPA), Gally 906%% of all imparns feoem Parcan
already enter the U5, markir dary-foee, By comerase, Pamama’s seerage applicd dury on
trepeers of manudecrared preuls s 7.0%, amd agnculngal poosdoces Bee even higher wndfs. In
oithier words, Panama onjoys virmaly free access s oour markepdace, while U5 producrs
caginue 10 e paed at seep fies when aniesng Panama

Cratically, the FIA will e Panaena’s eaniilfs an U5 proalucts, and as 2 sesule iowill
rransfoem an imbalarced mmde relanonship imae o more monaally beneficml, recprocal
prarmrshipe The day the agrecment eiers =i Krce, 8555 of Panama’s taaifs on ULS,
con=umer and industrial poods and & magoriy of dhe mnifs on U5 fanm espoces will be
clinninanzsl, In e, the aprecment kocks m Parea's sccess we the LA marker, ercaling a
new bevel of cerminey for investors and maders @ thar coanimy.

The unilareral preferences have always been subjeot o re-aathomnzation by Congress
witls nies prusransecs thas they would be comtinied. As vou ke, Codoenlas recemly ks ns
o preferenmal access in the U5, market with che lapse of the Andean Trade Preferemce
Actin Februasy, generacng handship dor soany Colreldans. Weahow the exrensaon of these
preferential programs, Panama al=o rik= kosing a significant parr of irs expors, resuring in
lees jrodes ared & bovwer snckard of livings,

Thie FTA makes Pains's Brvoralile access oo ous mackets pesinent asd peosides

wdilinonal benefirs in the fomm of improved marker fancticoeng and enhanoed econeomic
prowite la ceher womks, the FTA wall preschile comiemdiy in g keg-rerm U5 palicy wath

4
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egganel 10 Parcisa — v ehat looses e develapeint and seinfeeces demnacratae
con=ahdation

Manufacmring: The Parama FTA offers mmediane oppommunices for the LA,
rmarmifctuning secter, The fastest-prawing produc mcpories among LS mamiBciunsd
expoats o Panama have been sophisticared machinery, organic chemicals, end sound
vapuipmment. From 2HI15 o 2000, 42 ssabes increased ther cepoms of mamifaciured poods o
Paenarra, all of which cooared despise somemmes stecp aniffs on U5, expoars. The Panaa
FTA promises mo not only accelkerse this groeth by reducing dhe landed coss of LS, goods
pr Parina covsiclegally, bie i will open ap opporinsties @ new peadocs ciegoes The
beenezfits of the agrecment are sgpaficantly frone-loaded. When e agreement goes mm
ellecs, BHY: o 1.5, CapHTs aef eeniisasmier aned tnfeestral w_:ujh sl Lasiv v t:lhl"!.' dluby-free
immedigedy. The remander will be dury-froe wirhin e years.

Par Carerpillar, the word's largesy producer of eurthmoving equipoeent, expanding
the Panama Canal & an impartane appacnaniy, B we can scll oor U S -pesduced prodaces
chemugleonr Panama durv-eee, it will peovice i with g comperitive edge over peodocts rade
in other parts of e word Consder Fanama’s significant anffs on manufacoomed groods,
Pasuaris ganifl on ol T-halvasy trocks amd diesl enpines i 108 Foe other Caiempillas- vy pe
products mnffs range from 3% o 5%,

Foar ocher menufacnemed produces, Pename’s waidfs sre even higher, Pensma’s andff
ooy gt s 1 5%, Bar furnipang, the tndf s 15%. For compuiers, Pamama’s ganiffs ane
anywheee froam 5% oo 13 % By elimirarng deese diies, the FTA will provide the average
Mamarmarman consumer with a higher srandand of lving by offering mone produecs choioes ar
lovaer prices.

Wt dewess thae Ulrstec] Stares bave 1o dhis i rerurns Fos sl and eomstnasion
equipment, like offbighmeay rucks and bulldoxers: shachmely noting. The U5, ranff an
Ehizes [ whiats :|r'|,:u||:|' af merns, amd that vt |.'|'|h'|j,.-|.'.

Agriculimre: The FTA will provicke now mrarkes opposmunines for aowide rnge of
ULE. agnculneal prodocs. Upon implementancn, peer half of these peedoces will be dury
fooe, wath tariffs oo most nemaining U5, famm exports phased oue wathin 15 vears, The
agreernenl s compeehensive in s coversge, peovicling conenescially mesninpfol decess G
L5, agriculnmal pricniges while mking inse socount barh 115, and Pamamandan agreulearal
sensevities. The apreemeni abe crestes o mmechanism Fe saniiary and |1|I:|'I| vl [ty
cooperation ard should ease refared mon-mnff barmers s U8 agriculmaral espons
Pasarma, The Amemican Famm Baresm Faderition CXPCCTE CRfHETa o o b S195 millics
per vesr apon fall implemennmion. Every addigonal billin dellars worth of agricalnersd
repirts creanes 9000 new jishs, In other wonds, che FTA aoubd dmeeehe prnemine neardy 20HK1
i jol=

Grovernmen Procunensent! Penome s curenily nepoisisng accessiom, bul s nol yet
a pany, 1 the Work] Trade Organieation’s Government Procurement Agreemeni. 1f

5
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apperoved, the Panans FTA wall geismes U8 fiems thie oppostunley oo bl for Pansivanian
prorernment oontracrs on g kevel plaving fickd, Guoannmeed and favoshle aocess m e
precscumeniens oppostaniies [ enportaen wooa beosd sege of U5 husinesses

Bervices mervice P1r|.1;|i:n. well sy beneefie llmliru,:ml;l'r froum I‘I'lr.:'ugn,-l_?nnll'.
Paenarma’s service secoor is n growing marker and accounes for B of Panama's GO or
S0 ballicon, whils 67% af its labor fomee & employed in service indsisiries, The Parsoe
IFTA's senvaces commimenis cover hoth the cross-border supply of services and the aghr m
trvges anel ostwhlish g hecal seovion proesonee ard are strenpthored by a ser of doetailesd
deeciplisses an regakaron eranaparency, which is fundlamenial 1o meansng fal seovices magker
s

Fanzma apreed po esceed commteents made inthe WL, and e dismande:
spmificant services and invesmment barriers, mech as lifting resmicions on invesimont in rerail
erade, enmuring sooess e conracts felatad o ke Penaenm Caral, asel proviling new access in
prafessional services char previously had beon reserved exclusively o Panamanian manonak.
T caivmmitments al improvemenis = Pacaiva’s servces repdivs will alloss U5 fiemes 1o
rake full achraneage af the benefirs of the agrecment across all secmrs, induding express
|.'i:||'¢'|;’.-|-_|'I hlglll'l.'l.. Iy, vkl CUETIMIRET, CobstruGHi, '|:|.'|'.|:|h.-.-|:|||||I|g;I |'|.|..1]I:||I
educacion, and envircameneal servces.

| The Rule of Law

Intellectonl Property: The agrecment will strergghen protecoon and enforcement of
L5 erademarks, patemis, and geopraphic sndicators, internet domain names and copyriphsed
wishis, creaning new opposranines for LS innovaion-based and crenive indosimies in
Tamama. I specific toome, the Panama FTA mckkles stong mlecoaal propeny
cifirceinent mechanisive amd penaltic: peovizions, including the cnminale stion of ood-aser
piracy amil counterfeiting and the sathory o sciee and desoroy not only comperfeir goods
briir alers thie equipivend used o prodice theme The aprecment also provides necessary
mechanisms o fght the probdem of mns-shipmenr of conneerfioin goods wath specific
prroctsbots tle aee almed an prsals-in-team sl

Ivesemem Protectiom and Ddepuare Senbensent: U5, diret mvesoss i Panans
will benefin From the sorong invesmment chapeer inothe igreement, particolary the sectons
dealimg wich inestment proteciicns and Sspute setelement, Botb the Calombia and Panama
I"TAs incoapaorare many of the basic protecions dhar Amercens end forcign invesors
alresdy enjory in the Unsted States, Fram proctices fomrsd in chie Dhae Prosess, Fajual
Procecticn end Takings Chinzes of the U5, Consrimution o the Administrarme Procedare
Aet's protection against “arbatrary and cipricoos” pegaintory scon and a bost of sther
fechemal and srane lvws.

The FUAs" dispusge senlement peocadares are ofen o the pablic asd sl ieeresied
parties oo provicks thieir inpat. &s such, these rmde agreements prowide an oppormumany for
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the pasenes counires o mpeove thae investment climae by underaking legral and jodicial
reforms. and resalving invesiment dispones,

Increased Transparency: The agreemens’s dispane secdement mechanizms prosvide
v copen pubdie heasings, poblic acces oo docomenis, and e opposoaniey foe chivd parie
o spbmie views, Transpanency in custonms operackms will aid express delivery shipments,
and will reguesne maone ofen and puble peeceses for cuspoms aolegs and adeainisermanion. Por
cusbomes prowedunes, Panama committed oo pashlish leos and regolinons on che Inoernes and,
o the exnent poesdhle, will publeh peoposed repulations in sdvance and alleay inseses ed
parties am apparnamity o commen oo the proposal, Moroover, mansparency in thess anas
i= an essenial 1ol in consbarmg comupion and peeencimng habis of Eespasency iy

ECITITC NS,

| Grerweth, Tnewmme, amd Johs

The Pamama FTA is a grea step forwand im the evalution of our mading relativeship
with Pansama from ooe based on unilsienl made preferences oo reciprocal marker sooess. As
mach, che evonomic, erpheyment, and pockerbook impaces of the agreement are e
peasitive. [ndeed, the I'TA s expecisd o make valuabde coneibuoions oo scomamic growth,
ingomis, and employment opporunitios @ cties and stacs across the cogntry

Herths Temmas arsd Florkla ssmpassaad $1 balliven in exprores o Pangma = 201, whike mne
seares, including Illincis, hed expors s Panama in excess of #1040 milbon. MKineteen mace
enjiver] expairts wf e leass §10 millice. Fually 45 smmes s thizie expaarts o Pararn at bease
double berween 2005 and 2000, This marer = growing, moee Emponant every year for
prexlucers &8 across the Unatod Sranes,

16 nos ooty wawkors at large companics like Caserpallar who benehic Bom increscd
rrade. Pansma i also a grear marker for U8, snall bussness ln 3008 [che kst year for
which dar are avaslable], meore chan BA LS compaies expoasad their prosbaces
Pananra. Of this soal, 7,275, or 85%, were small and medmam-sized enrerpeises. These so.
callid S31Es cxporieed 5165 hillion wosth of merchanchise s Pasamm in 2068, This
represened 3% of all ULS, merchandese cxpors o Panama, well above che 30.2% share of
L5, exports that omr amaller companies conmiune globally,

With wy ey overwhddminghe baecd oo sorvices, Panara's coomemny
comqlements the srrengthe of the LS. sconomy. Parama has no significent rexole or apparel
wichustry, and s agneolnaml spors fmeely toopreal presduce) laspey do o aonpen with
U5, farmm and ranch products.

| Additional Benefirs

I addion e commiburing sorongly eo the expansion of mde and cconomic relanons
beraven the Uil States amd Parama, the FTA will lend a helping laind for a cose ally =
Latin Americn arxd will enhance U5 effors wo screngrhen democracy inthe region. The

T
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cmbce of demwwestic noees roajhou the bembsphere over the puse 25 vears bus been
remarkable. But in some countrics, popalsr coommmae pabicies and weak polincad pares,
amceng; ather facmors, have recomly enclingered this progress. The secent surge in papulsm
shames that democranic ckecrioms do not by themse lves guaramee the nabe of Lo,

While suestives of the ruliz of law in the region mar legstimanehe be addressed moa
cramber of ways, we believe duar ambinons end comprehensive free irade sgrecments would
da a grear deml o enhanee the mule of law and ansparcot prvemance in che ogean, While
the comneercal benefies ase subseamial, chey pe beyond just apening overseas nmrkess for
Ameria'’s workers, farmers amdd companics, These agreemaenis assist in the aeanaon of a
cransprarenl, mles-based coonomes envinonmment, which is & ceincal elemenr inthe suocess of
demorarnic medmnons and marker-based cconomic policee,

The commarcial boncfits af recent Frov e agrecmamis have surpassod all
expoctaions. Consider the ULS.Chile Pree Trade Agreement, which was imgplementsd on
Jamuary 1, 2ER, and immediatcl bepan mo pay dvidends for Amarican businesses and
fermiers. While the UA. Ineenatios] Tewde Commission (USITC) had forecase ol expodt
proewth af TR-32%0 over chae firee 12 yoars of the agroemene’s implemensasian, U5, oxpors 1o
Chile quadnapled over juss seven years (A0L-20M 0} This cuscome is esght emes as robust as
the LIS s moss apstimistic seenamin, Civen the simibinitics between che Panama FTAL
Calombis FTA, and the US-Chile Feee Troade Agreement, we may sarely expecr impressive
bemicfite frvm this tewe agreoment as well,

While expans &e imporant, we are aso plesed wonepont thar imparrs foom Chale
bave also werssed, A we ol kanow, o trdi (s shaous mome thas just expoming — s
aboan providing more choices ar kenver costs for consamers, whach keads oo a higher standard
of Evirge, Somectimes, wm is the case with Chile, froe erade: 48 abaur having acceas o esh
grapes in the winrer assd mare crushed grapes ie., wine) vear-round. With Panama and
Carhsmbia, cmr somsumers will binelie from meaee amess oo iropiesd fruies, seafesad, flowes,
and high-guality coffee anxong vaher producs.

| Conclusing

Mr. Charmar, Represenmives, earker mday 1 apake arthe U5, Chamber of
Canvanimnee., My meisage was aralphifiiraend. Ameanicn HESTEE and wvrrkers can
spcoessfully compene in word markers providing we are: (1) wiling o adidness our
S Lurreeridal I.HH‘j'rl'l-l;III'rlll: Ij'l.lu.l.'l'ljF\ ﬂ] tackle thise issucs wiils @ sense of |.|.|-_|_F|:'|::|'.:||I.|.1 [#)
sk leaders acocounmable for resules. [ bebeve these principles apply oo indmaduals,
nrsinimeses, amil Famimns

In wmny wavs thse erule aprecimenss waih Paname, Colombia, and Ko peovude o
chance o demonsme whar | mean. Opening fonzign markees is a fsrdamenial compesive
chaBenge o the Uniied Saes = goinge o bncieise copocts and geneeie moee Amencan pobe.
W meod o open those markers with 2 sense of urgency, hefome our competitors in Asia,
Furepe, South America, an] Canach leapdeog us sdth thede oan toule sppecments.

=
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Thi= hrings me m the issue of scoounmbiliy. [ ooast thar che nme for aveiding eve
coaigact o el R arxl CENTEAE 1fs wdth excises for inaction s over, We tend mowark
vagether o improve U S compeniveness, open foreign markess end creane ULS, jobs. If we
sreid, accoundabsibiy is @ comceps we will all ermboace, But, if “hasiness as gaoal” broomes
ciar grakling pricciple, sccounabiling is scanething we wall all fear.

Let's muont pabe sy chances, | vou s scr no s pass the Paror, Colombie, and
Karea FTAs. These agreements promote LA, exports and suppon Amencan jobs. bore

irrrru:l'l:.nl1|:,'_ 1|'||.'!.' alu e Lru]l:mlp'u]ilq; arid e h.'l:ll‘: atammlarcls of cibzoms in
beirhi comneres.

Thar canchades moy semearks, Ar chis ome | would be pleased o answer any questicns.
Thank yom very mach.
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Chairman BRADY. Mr. LaGrange.

STATEMENT OF GARY P. LAGRANGE, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, PORT OF NEW ORLEANS

Mr. LAGRANGE. Thank you, Mr. Chairman. We certainly appre-
ciate the opportunity to be here and speaking on behalf of all of the
ports in the United States, some 160 strong, not just New Orleans.

In recent studies completed by Parsons Brinckerhoff, Booz Allen
Hamilton, the AT Carney Group, and the Marbridge Group—four
different studies—all studies pointed out that, with the expansion
of the Panama Canal by 2014, we can expect incremental increases
in containers coming through the Canal at a rate of about 25 mil-
lion new TEUs by the year 2028.

The Port of New Orleans firmly and publicly supports the U.S.-
Panama agreement to enhance trade and investment activities
with Panama. Panama has been a longstanding strategic partner
of the United States, and, as a strong ally of our country, the U.S.-
Panama agreement will further strengthen our economic relation-
ship with an important regional partner and protect our critical
strategic interests associated with the Canal.

Through its direct facilitation of trade and commerce, the Port of
New Orleans is one of the primary economic engines of the gulf
coast, along with Houston and the Port of Houston, of course, and
serves as a key gateway to the mouth of the Mississippi River sys-
tem for international and domestic trade. Three hundred and
eighty thousand jobs are accountable because of the Port of New
Orleans alone. That is direct employment, by the way.

Approximately $37 billion in national economic benefits comes
from the transportation and the manufacturing of goods that flow
through the port. As a container and general cargo port, the Port
of New Orleans serves approximately 30 States in mid-America,
the Midwest, and up the Ohio River Valley on a navigable water-
way that consists of 14,500 miles. The port is also the home of six
Class I railroads, which came in the early part of last year when
they realized the connectivity due to the waterway.

Mr. Chairman, the continuing development of the American ex-
port market would be enhanced through the implementation of the
U.S.-Panama agreement. International agreements that help facili-
tate trade are a significant benefit to our Nation’s ports. According
to the American Association of Port Authorities, United States
ports are responsible for moving 99 percent of all of our overseas
cargo in America. And more than 13 million Americans are work-
ing in port-related jobs. The completion of the pending agreement
with Panama will increase the cargo movement through these ports
and improve employment opportunities for American workers.

With respect to Panama, American ports play an integral trade
role, which would be expanded even more under the pending agree-
ment. The United States is a dominant trading partner for Pan-
ama. In 2009, the United States exports to Panama were valued
at $4.3 billion, and almost 30 percent of Panama’s imports came
from the United States. As exports increased from the United
States to Panama, the Port of New Orleans and other U.S. ports
will be called upon to help meet the increase transportation needs.
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A review of the agricultural product trade provides—and I am
going to yield to my colleagues up here some insight as to how the
U.S.-Panama agreement would contribute to domestic economic
growth. For example, the U.S. Farm Bureau estimates that U.S.
agricultural exports alone could be increased by more than $195
million annually with the implementation of the pact.

Such exports, the United States International Trade Commission
has predicted that the largest growth will accrue in U.S. exports
for rice to Panama, which are expected to increase by approxi-
mately 145 percent. Other U.S. export gains could be expected in
the oil, machinery, and other key market areas that already con-
tribute to a robust trade with Panama. In fact, estimates show
that, when the U.S.-Panama agreement is fully implemented, U.S.
exports to Panama of passenger vehicles would increase by 43 per-
cent; U.S. exports of beef and pork, 94 and 96 percent, respectively.

Significantly, when discussions concern Panama, they must nec-
essarily address the impact of the expansion of the Panama Canal,
as mentioned earlier, on international trade. A significant amount
of commercial vessel traffic passing through the Canal is engaged
in trading activities with the United States.

Furthermore, the Port of New Orleans, in collaboration with
other river ports, ocean-going, and inland waterway vessel opera-
tors, manufacturers, agricultural interests, and other groups have
been working strenuously to ensure that product dimensions in the
lower Mississippi River navigation channel are properly main-
tained by the Army Corps of Engineers to meet the commercial ves-
sel transportation needs of the United States in the future.

Currently, over 500 million tons of cargo moves from the inland
waterways of America through New Orleans, and that is why we
have to keep that plug open in the bathtub.

I want to thank you for your time on behalf of all of American
and United States ports, Mr. Chairman. It has been a pleasure to
be here. And I really appreciate all of you taking this matter so se-
riously as you are. It is a huge shot in the arm at a time that we
all need it.

Thank you.

[The prepared statement of Mr. LaGrange follows:]
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Chairman BRADY. Thank you for joining us.
Mr. Wolf.

STATEMENT OF DOUG WOLF, PRESIDENT, NATIONAL PORK
PRODUCERS COUNCIL

Mr. WOLF. Good afternoon, Chairman Brady, Ranking Member
McDermott, and distinguished Members of the Subcommittee on
Trade. I am Doug Wolf, president of the National Pork Producers
Council and a pork producer from Lancaster, Wisconsin. I appre-
ciate the opportunity to appear before the committee today.

The future of the U.S. pork industry and the future of America’s
family hog farms like mine depend on continued expansion of ex-
ports. I am highly dependent on exports as a revenue source. With-
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out industry wide exports, the price I would receive for my hogs
would not allow me to remain in business. In fact, for every hog
marketed in 2010, approximately $56 was due to export revenue.

The U.S. is now the low-cost producer of the safest, most nutri-
tious pork in the world, which has established us as the number-
one global exporter. Last year, nearly 20 percent of the pork pro-
duced in the United States was exported, compared with only 6
percent in 2000. In 2010, the United States exported more than 1.9
million metric tons of pork, valued at $4.8 billion.

There is no disputing that trade agreements have been a major
factor in the rapid growth in U.S. pork exports over the last two
decades. For example, since the year before NAFTA was imple-
mented in 1994, U.S. pork exports to Mexico have increased 780
percent, now valued at $986 million. Similar growth has been seen
with Australia, CAFTA, and Peru trade partners.

Increasing pork exports is important to many more Americans
than just pork producers. The U.S. pork industry supports an esti-
mated 550,000 domestic jobs; 110,000 of these result from U.S.
pmﬁi exports. Just last year, U.S. pork exports grew by almost $500
million.

The USDA estimates that each $1 billion in additional agricul-
tural exports generates approximately 8,400 new U.S. jobs. For the
meat sector, however, USDA puts the job-creating number at more
than 12,000. So the increase in pork exports last year created an
additional 6,000 new jobs.

According to Iowa State University economist Dermot Hayes, the
Panama trade promotion agreement, when fully implemented, will
increase U.S. live hog prices by 20 cents per animal and create ap-
proximately 213 full-time positions in the pork industry. We mar-
ket over 100 million hogs annually in the United States. That
means that this agreement will generate over 20 million additional
dollars in the U.S. pork industry.

I think it would be in the interest of the committee to also know
that Dermot Hayes, Dr. Hayes, found that both the Colombia and
Korean FTA, combined, would increase live hog prices by $11.15
per animal and create over 10,000 direct pork-industry jobs.

If we fail to implement the FTA with Panama, and Canada im-
plements an FTA with Panama, Dr. Hayes says the U.S. will be
out of the Panama market in 10 years. Likely, we will be out of
the Korean market in 10 years and the Colombian market in 10
years if the U.S. fails to implement these agreements because of
FTAs that those nations have concluded with the EU and Canada
respectively.

The Panama trade promotion agreement will create important
new opportunities for U.S. pork producers by providing immediate
duty-free treatment of certain pork products while other pork prod-
ucts will receive immediate expanded market access through tariff-
rate quotas. In addition to favorable market access provisions, sig-
nificant sanitary and technical issues have been resolved that en-
sure that U.S. pork exports will not be blocked by unnecessary san-
itary barriers.

Pork producers are joined by virtually all U.S. food and agri-
culture producers in supporting the Panama FTA. By a letter dated
February 14th, 2011, which is included in our submitted statement,
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50 agricultural trade associations expressed strong support for the
Panama agreement. Plain and simple, the Panama FTA is good for
pork producers, good for U.S. Agriculture, and good for the United
States.

At this time of very tight budgets, America’s pork producers are
not asking for U.S. tax dollars. We are simply asking for the oppor-
tunity to compete. The National Pork Producers Council calls on
the Obama administration to send up the implementing legislation
soon, and urges Congress to approve the Panama trade promotion
agreement and other pending FTAs before the end of the summer.

Thank you.

[The prepared statement of Mr. Wolf follows:]

Statement (M
ithe
Sationul Park Preducers Conncil
Before the
L.5, House af Representatives
Subeommittes on Trade
ol the Commiiiies on Ways and Yeans
O the

Panama Trade Promaotion Arrecment

Mareh 30, 2011
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Chairman BRADY. Thank you, sir.
Mr. Sanfilippo.

STATEMENT OF JASPER SANFILIPPO, JR., PRESIDENT AND
CHIEF OPERATING OFFICER, JOHN B. SANFILIPPO & SON, INC.

Mr. SANFILIPPO. Good afternoon, Chairman Brady, Ranking
Member McDermott, Members of the Subcommittee. I am Jasper
Sanfilippo, president and chief operating officer of John B.
Sanfilippo & Son. And I am honored to testify before the Sub-
committee on Trade regarding the benefits of the pending free-
trade agreement with Panama.
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My company strongly supports passage of the agreement, which
we believe will allow us to reach new customers by removing bar-
riers to trade and investment.

In 1922, John B. Sanfilippo & Son began as a pecan-shelling
company in Chicago, Illinois. Over the last 85 years, our company
has diversified production to include a wide variety of nuts and
other snack products, both through private label and brands like
our Fisher Nuts and Orchard Valley Harvest. Headquartered in
Elgin, Illinois, we employ over 1,500 people. With facilities located
in Gustine, California; Selma, Texas; Bainbridge, Georgia; and
Garysburg, North Carolina, JBS is a public company with annual
sales of over $600 million.

Our company plays an important role between growers and con-
sumers as we handle nuts throughout the supply chain, from shell-
ing, blanching, roasting, canning, packaging, and distribution. We
purchase raw walnuts, almonds, pecans, and peanuts from over a
thousand growers from suppliers in California and throughout the
lower southern United States, including Florida, Texas, and Kan-
sas.

Our company began as a small storefront operation, but we are
now selling to over 50 countries worldwide. Like many American
companies, JBS sees exports as one of our greatest opportunities
for growth. Today, exports represent about 10 percent of our total
sales. Our long-term corporate objective is to diversify globally and
increase our sales to about 25 percent. We believe our brand, inno-
vation, and our reputation for quality will help us accomplish this
goal.

In addition, we have also implemented a strategy to grow with
our domestic partners as they enter new international markets. For
example, Walmart, one of our largest retail customers, has a retail
presence in 14 international markets, offering a global platform for
market penetration that otherwise does not exist in our industry.

Twelve years ago, we began selling to Walmart in Mexico, and
today we are exporting to its stores in Central America, Japan,
China, and Brazil. In addition to Walmart, we are now selling to
Comercial Mexicana and Chedraui, local Mexican retail chains that
may not have considered our products if they had not seen them
on a Walmart shelf.

International growth has been positive, increasing demand for
our 1,000 growers and suppliers. Over the last 15 years, we have
increased our staff by 700 people and we have modernized four fa-
cilities.

Despite this success, we continue to face barriers to exports. Tar-
iff and non-tariff barriers often affect our ability to compete glob-
ally. Tariffs range from 15 percent in Panama to 14 percent in
Brazil and to over 50 percent for some products in China. These
duties translate to a significant price premium on the retail shelf,
often making our products considered a luxury.

We are pleased, therefore, that the United States has negotiated
a comprehensive free-trade agreement with Panama. Panama is
currently one of our best markets in Central America due largely
to the purchasing power of the customers in the country, the lack
of currency fluctuations, and the relatively strong recognition of our
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Fisher brand. We have been in the market for 11 years and cur-
rently export between $500,000 to $750,000 annually.

Under the agreement, duties on our products will be eliminated
within 10 years of implementation. Several categories, such as al-
monds and walnuts, will receive immediate duty-free treatment.
This will allow us to price our products competitively in the market
and enable us to reach a new class of customers at that lower price.
Our experience in the Dominican Republic proves that; since the
CAFTA-DR went into effect, our sales have grown around 20 per-
cent annually.

The Panama agreement will also allow us to compete more effec-
tively with our Asian competitors, who often enjoy a price advan-
tage due to currency fluctuations or the cost of labor or other in-
puts. Likewise, we face increased competition from the EU as it ne-
gotiates its own agreements with Panama and Colombia.

The Panama agreement will also eliminate restrictions on foreign
investment on multi-brand retailers. Currently, foreign retailers
are prohibited from investing in the grocery retail sector. We are
hopeful that removing this restriction will allow some of our busi-
ness partners to open stores in Panama so that we can grow and
follow them with their business.

Thank you for the opportunity to present our views before this
committee. We strongly believe that free-trade agreements will
help our company to compete in global markets. We hope the com-
mittee will have the opportunity to consider and pass this agree-
ment this summer.

[The prepared statement of Mr. Sanfilippo follows:]
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Chairman BRADY. Thank you, sir.
Mr. Shapiro.

STATEMENT OF HAL S. SHAPIRO, PARTNER, AKIN GUMP
STRAUSS HAUER & FELD, LLP

Mr. SHAPIRO. Thank you, Mr. Chairman.

Chairman Brady, Ranking Member McDermott, Members of the
Committee, it is an honor to appear before you today. My name is
Hal Shapiro, and I am a partner at the law firm of Akin Gump in
Washington, D.C. I formerly served as associate general counsel in
the Office of the U.S. Trade Representative and as senior advisor
foir international economic affairs at the National Economic Coun-
cil.

I think, but I am not sure, the reason I am here today is because
I wrote a book on fast-track and U.S. trade agreements that sky-
rocketed into the top 4 million of the Amazon.com best-seller list.
And, Mr. Chairman, for the record, my wife didn’t even make it
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through the first chapter, so you can imagine how excited I am that
someone would actually hear my views on this subject.

Mr. Chairman, when we gather here today at the most promising
moment in years to advance the U.S. international trade agenda,
our economy is emerging from a deep and painful recession, restor-
ing the confidence needed for the United States to lead market-
opening initiatives. President Obama has mobilized his administra-
tion through the National Export Initiative in order to double U.S.
exports by 2014. At the end of 2010, U.S. exports had grown by 17
percent, and administration officials believe the country is on track
to meet the President’s challenge.

As this committee well knows, three pending bilateral free-trade
agreements—those with Korea, Colombia, and the one we are here
today to discuss, Panama—are central elements in the U.S. trade
agenda.

The Korea agreement would be the United States’ most commer-
cially significant free-trade agreement since NAFTA. The ITC has
estimated that the reduction of Korean tariffs and TRQs on goods
would annually add $10 billion to $12 billion to U.S. GDP and
roughly $10 billion to our exports to Korea. Under the agreement,
95 percent of bilateral trade would become duty-free within 3
years. Thus, swift action on that agreement would be one of the
most effective ways to help our economy grow more rapidly.

As Ambassador Sapiro testified earlier today, the administration
is also continuing to work with the Governments of Colombia and
Panama to resolve all outstanding issues. Ambassador Sapiro ex-
plained that U.S. and Panamanian negotiators met in February
and agreed upon actions that, when taken by Panama, will ready
the agreement for congressional consideration.

Before turning to the specifics of the Panama agreement, allow
me, as a former U.S. trade official who has written and taught on
the subject, to say that I believe U.S. international trade agree-
ments should serve three aims: They should enhance our national
security, they should strengthen our economy, and they should pro-
mote our values. And these three aims are best achieved when our
agreements have bipartisan input and support. In my view, when
work on the Panama agreement is completed, it will satisfy all of
these points.

First, in terms of our national security, Panama is an important
and dependable ally of the United States in a critical part of the
world. The United States and Panama have shared a geopolitical
and economic interest dating back to the 1800s and to the opening
of the Panama Canal in 1914. Panama has proved to be a steadfast
friend to the United States at a time when relations with some
countries in Latin America have been uneven. The agreement
would serve to make our ties to Panama stronger and more endur-
ing.

Second, in terms of economics, the United States has much to
gain from the agreement. Panama has a rapidly growing economy
and is one of the few Latin American countries with which the
United States has a merchandise trade surplus, the largest in the
region. When the Panama agreement enters into force, 88 percent
of U.S. merchandise exports will enter Panama duty-free, with re-
maining tariffs phased out over 5 to 10 years. The ITC has found
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that the agreement’s main effect would be to increase U.S. exports,
while causing little growth in U.S. imports from Panama.

Third, the negotiations appear to address elements that should
allow the Panama agreement to garner bipartisan support and re-
flect a wide range of values Members on both sides of the aisle rep-
resent. For example, concerns have been raised here and in the
past about the transparency of tax information and labor laws in
Panama.

On taxes, as we have discussed today, Panama and the United
States have entered into a tax information exchange agreement.
Panama has not yet ratified that agreement, but I hope it will do
so very soon. And Ambassador Sapiro indicated that may occur.

On labor and environment, the Panama agreement does not just
seek to lock in existing standards, as some past U.S. agreements
have done. Rather, it calls for enhanced standards, subject to
strong enforcement mechanisms. Panama has worked hard to make
progress in the labor area, and I trust it will continue to do that
rapidly.

Panama deserves credit for working diligently with the adminis-
tration to address these issues. It is my hope that the remaining
steps outlined by the administration are taken swiftly and the
agreement will forge even closer bonds between the United States
and this important strategic partner.

Thank you.

[The prepared statement of Mr. Shapiro follows:]
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U5, seckrs s products, inclsdeg sgiteiveel and coTetnicton sgepment,
infomation wechnology prodects, ical and sciemifle equipment. Oxber
noiptde U5, expor sockors, 5 moior vehicles and part=. paper ond wood
prosfucts, amd chemiczals gl T iemperonvd aceess o Pamarma™s marke) as
duitiess are plased o, p

The Agreement pmﬁ:r immediate duty-free treaiment for over &0 percem of’
LS. agriculiural o Panama, including kagh quality bee D certain pork and

pouliry pmi.-.q?_ﬁﬂlun. whesl, sivbizing and soakean menl, meoet Tresh Troits and
IFEC s, spinits and wine, and o wide axsonment of processad products
Dhties on/oiher agnculiuml goods will be phased out wishin five to 12 years and o
the mof Stsitive products within 13 vears to 20 years. The Agreement alss
ng!ﬁ;hlnhnu'tn'u:: on ielecommunicitions, services trade. govermesn
Pheburctnent, imvestmens, wod bl lcsiuald property clghts.

h\;‘dﬁ he LS, Intemecional Trade Commecion hes soadied the Agreemem and (ound

2 oy,

o

thart its main effiect would likely be o increase LS. exports, white coning listle
greomh in U5 mepocts rom Panama, This resuli senld be due b the relalively
srttall amiiunt oF poods imsporiad rom Panaro; the Beited productiaon caipacity of
Panamu; and the ot gl most mports Brom Panoesa - 9% percent by vale: -

3
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histerically teve embengd the Linited States duty frec thromh cather nomal rde

relatlnng of firelenenees provided by the Conbbean Rasin [ssianne progmss of (he
Generlized System of Preferences, assuming all of these programs epe in effiect m -
tha time the apreement goes inke operation. b
With shvis bockground in mvissd, there an: sose who understndably wish tha the b
Panama Trade Promation Agreement Bod alresdy been submited o O ;
approval. As Messbers of s Commitee recall, the wexi of the Agreement jes’
origimlly completed in Decomber J006 and 7 o sgned m June 2007 By

Fachors Do s decbay including, perhage must extrmondimarily, coneermg aier

allegatinge tial & leader of Pafama’s Marsaal Assembly had mwdq:_ﬂ.’n 5.

soldier. i

P %

Bugardigss of how we mrived at this poind, it is my hope _I'h-r Apreement will
comie helfore the Cosgrees soan and Bl il will garser Bapmetman sappor amd

reflect & wiie range ol the valuses Members an Baih thet afsle represent.
Concems have been raised for some lmae £ transparency of dax
mformation and Eribor Lims: in Mmama, . M and the Uiniied Stakes
comlinded 4 Tax Inforsstion Faclangs el s Povember 2010, The
negotations fior fhis agreemest comn: b 2UHI2, bl were aceederaind i 20HFRL
Seoretary of the Treesury Tim Geithne indhcated that this sgresment will
mmprove informalion sharing i Fanama has mod yed mtifed this

apreemenl, whach il hogs:lal tho memon,

P
On labor s the enl.'l.rqrmn\"l. the Pansma Agreement doss nol just seek o lock s
existing standards m-?’ past LS, agreements have done; miher. it calls for
enksincod jeet do strong enforcement meckanisms. Panama has
weirked with Il'lq~ inistEatien b insting o memibes of sdmmistaitive changes o
mest lohos inlinn ol the TPA and core Inernalions] Lobor Organiztion

For example, i June 209, the President of Panama isseed a decre:
reyquiri 2 Mmisry o Labor in cremie o process for receiving complainis, amd
un =_ ing inspections, relwed 1o umon Brmatiom. The Decree also roqaeres
L o wirkers reganling wecn Brm sl

&%mmu dieserves credit for working dligenily wish the Admimistrrtion o address
St thasg pnd other soneems, The Administration has mdicated thal 2 work plan is in
S plnce o comelude 18Tks, essurs Fall implemestation af commitsents, and Bring the

Apreement belore the Congress. 1t is my hope that the remamisg, stepes ane wken
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e i Dy, aand this jmportant agresmcsl will forge even gloser hosals hetveegn B
Uniiead Stmies orad this Gnpaman Siralesgio pumner,
Thank yes
]
———

Chairman BRADY. Thank you very much.

Great testimony all around.

Mr. Shapiro, you outlined the importance of the relationship with
Panama. They are working diligently with us and the White House
to address labor concerns. The protections, the enhanced labor and
environmental standards are subject to strong enforcement mecha-
nisms. In fact, Panama—this agreement has the same enforceable
labor and environmental standards as Peru, which passed Con-
gress with very strong bipartisan support, and the Korea agree-
ment and the Colombia agreement. So, thank you for your com-
ments.

Mr. Sanfilippo, Mr. Wolf, you made great points about the impor-
tance to small businesses, agriculture, farmers, food and processors
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in this agreement and the cost of delay and the damage from com-
petitive disadvantage.

Mr. LaGrange, you pointed out the importance of the agreement
not just to the Port of New Orleans but to many U.S. Ports.

And, Mr. Oberhelman, thank you for outlining the benefits of all
three agreements, both to Caterpillar and broadly to our economy.

I want to give you a chance to make your final point, Mr.
Oberhelman, about manufacturing and mining, but let me ask you
this. You know, Panama is undergoing an infrastructure boom.
Caterpillar isn’t selling copy paper that you reorder every quarter.
You are selling major pieces of equipment, with, my guess is, serv-
ice contracts and supply contracts that last for years and years and
years.

So, when you miss the opportunity to bid and win contracts on
a bridge, on a canal, on a road, on any major project what is the
damage? How long does it take you—when you miss that oppor-
tunity, how long does it take you to rebid and catch up?

Mr. OBERHELMAN. Yeah, thank you, Mr. Chairman. It is a
great point, because, in our case, we will sell a machine, which may
live 10 years and actually generate about triple its initial value in
parts and service volume, which would be exports from the U.S.
over its lifetime in that 10-year period.

We are there in Panama today. Every single day, we see a for-
eign competitor trying to compete for those trucks, those tractors,
whatever it is we sell. If we miss it today, we may not get another
round for 3 or 4 years. Obviously, the Canal is kind of a one-time-
only, but there is a subway system, there is lots of development
going on in Panama, that if we miss this, we may not get another
opportunity in Panama. I go back to Peoria or Decatur or Aurora,
Illinois, where these plants are located, and I tell our hourly work-
ers, “Sorry, we missed the order. We don’t make that tractor today
to ship.”

Final point: About 90 percent of our heavy volume machines
today from Illinois are exported. So those machines——

Chairman BRADY. Run that by me again?

Mr. OBERHELMAN. The machines that run down our assembly
lines in Aurora, Decatur, and Peoria, Illinois, between 80 and 90
percent right now are exported. And we put a flag on each side of
those machines with the destination they are going, and it is some-
thing to be very proud of.

But we talk to our people about that all the time. If we didn’t
have that order and we lost it to a Chinese or Japanese competitor,
we wouldn’t make that machine today. So it is important to us, im-
portant to our hourly workers, our 23,000 people in Illinois and
elsewhere, 47,000 in the United States.

Chairman BRADY. Right. Thank you.

I would note, when I was in Panama City, from my hotel win-
dow, I stopped counting at 20 cranes in construction of various
buildings, both residential, commercial, looked like civic municipal
buildings as well. So it is a tremendous, dynamic market there.

Mr. OBERHELMAN. Yeah. A lot of those cranes are built in
Wisconsin. We don’t own that company; we know them. Same story
would apply. Fairly massive pieces of equipment that generate lots
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of parts and service for Wisconsin employees, in this case, for those
companies.

Thank you.

Chairman BRADY. Is there anything you are not manufacturing
in Wisconsin? It sounds like you have the bases covered.

Mr. Schock, do you have a question?

Mr. SCHOCK. Well, I think, for my hometown’s sake, Mr.
Oberhelman, you did a fine job of clearly articulating why these
agreements are so important. I was going to ask you about how sig-
nificant Latin America is to Caterpillar, but I jotted down some of
your statistics. A 58 percent increase in Latin America alone last
year—that is huge. And 6 of your 10 largest markets are in Latin
America.

I guess, to follow up on your earlier remarks that Chairman
Brady asked about, missing the sale, or the potential for that, what
are your concerns about the penetration of some of your competi-
tors? For example, China, I know, is pretty aggressive. But I know,
when I talk to the ag community, it is Canada’s trade agreement
right now with Colombia, for example, that is going to risk our
wheat market. But I know inaction means that you are put at a
competitive disadvantage with some of your world competitors.

Maybe you could speak a little bit about the competitive threats
in Latin America with some of your competitors.

ll\{lr. OBERHELMAN. Thank you, Congressman Schock, and I
will.

The interesting thing is that, where we have free-trade agree-
ments, we can be the favored price leader among those other com-
petitors that don’t have free-trade agreements. It works the other
way, as well.

For our mining equipment going to Panama and Columbia,
which are huge markets for us, all Illinois-built machines for the
most part, if we don’t have the free-trade agreement and Japan
would, which houses our number-one competitor, the famous
Komatsu, we would be price disadvantaged from 5 to 15 percent on
every product going in if they sign an agreement with Japan, which
we know they are negotiating. And I am very worried about that,
because, once we are out of those mines in Colombia and Panama,
it is hard to get back in, because we like our customers to stand-
ardize on our engines, our parts supply, our technicians and me-
chanics.

So there is only one way to go in Latin America for us, and that
is down, if we don’t do free-trade agreements like we have in Peru
and Chile and elsewhere that have served us so well over time. We
can be the leader and continue to be for a long time in the future,
especially that generates jobs for our hourly workers in Illinois.

Mr. SCHOCK. Uh-huh. Very well said.

The only other question I would have—I know how much work
you do educating the employees of Caterpillar, which I think is so
important as we muster the political support out here in Wash-
ington, D.C., in favor of trade agreements.

I am curious, to the other panelists here, if you might speak to,
whether it is Mr. LaGrange or whether it is the pork or ag witness,
what do you do to help educate your employees or your members
on the significance of these trade agreements to their livelihoods?
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Mr. LAGRANGE. Well, we work in concert with a number of
other entities: our board of trade, the World Trade Center in New
Orleans. We also work with a number of entities here at the Wash-
ington level through the American Association of Port Authorities,
which consists of 164 ports in the United States. It is through
those organizations we have educational committees that meet on
a routine basis throughout the United States. And we use that as
a vehicle or as a mechanism to indicate what the benefits are from
a free-trade agreement in terms of what that equates to in total
tonnage, in total dollar amounts, and total volume coming in and
out of your port.

We know for a fact that the increase, as I alluded to four studies
earlier, the increase in cargo incrementally from the Panama Canal
alone—there was another subpart to that. With the passage of Co-
lombia and Panama free-trade agreements, that subpart also in-
cluded an incremental amount of 38 percent in the way of exports
being increased from the east coast and gulf coast ports.

So it is a good number and it is one that we seize every oppor-
tunity we possibly can to get out and mix with the guy on the
street, the businesspeople, through all the other organizations,
from the Chamber of Commerce, World Trade Center, Board of
Trade, and then again across the country through our other sister
ports.

Mr. SCHOCK. That is great.

Mr. WOLF. If I can, in the pork industry, we have always tried
to explain the value of our export markets by the increased value
to each producer. And it was a little bit hard to get everybody to
understand it, until 2008 when HI1N1 hit and our export markets
were stopped and our prices dropped about 30 to 40 percent. We
lost a fair number of producers due to that economic falldown. So
it put things in reality of how important these export markets are,
so we keep pushing that and use that as our example.

Mr. SANFILIPPO. With us, when we talk to our staff, we really
drive home the fact that we need to remain competitive, both do-
mestically and globally. And when we look at our operations and
trying to reduce expenses, you know, we will communicate to them
the fact that, through our exports, you know, we do have things
like tariffs that represent a much higher percent of what we could
ever drive out of our manufacturing operations. So they are edu-
cated on that.

But they recognize, like we do, that, you know, these things are
important and they need to be handled in a different level other
than the facility. But, clearly, the more volume that we run
through our facilities, the better off they are and the more people
we hire.

Mr. SCHOCK. Okay.

Thank you, Mr. Chairman.

Chairman BRADY. Thank you, Mr. Schock.

We just received word that the Colombian Constitutional Court
has given its approval to the Colombia-Canada trade agreement.
That ruling marked the last procedural step to clear the way for
implementation of that agreement on July 1st. This development
highlights the urgency that we face.
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Colombia—this agreement is a good, solid agreement that levels
the playing field for our workers and exporters and respects the
rights of workers and cements relationships with a loyal ally and
drives home, I think, the point the witnesses made today that the
pending trade agreement with Panama offers significant benefits,
as well as the pending South Korea and Colombia agreements.
Continued delay will only hurt American interests in the region
and the ability of American workers, businesses, and farmers to
compete in these markets as our competitors move ahead.

I hope the Administration will lay out a clear action plan and
timetable for considering the Panama agreement. I strongly believe
we should consider all three by July 1st. I hope we can all work
together to make that happen.

I want to thank the witnesses today, the Members for their
thoughtful questions.

I would note that Members of Congress may submit questions to
you for the record. I would encourage you to respond promptly.

Chairman BRADY. Again, thank you so much for your patience
today and insight that you provided in this agreement.

But, for now, the committee is adjourned.

[Whereupon, at 6:02 p.m., the subcommittee was adjourned.]

[Submissions for the Record follow:]
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Gary P. Lalirange
President and CEC
Part afl New Oleans

Testimany hefore ihe
Subosaamimes on Trade
House Cemmitiee on Ways smil Nleans

Hearimg on ihe Fesding Trade Agreement with Fasamsa
Adareh 38, 20K
Wr. Chaeman and Members of the Sobocmmines:

Az the Presidenl wid Chiel’ Execitive CTecer of the Po ol Mew Oileand, | sppnociaie e
opporiunmy ou have provided me ioday o highlight the irde, ceomomic and other bene s tha
our country would realie: thrsugh implaneilaiaon of de ponding Lniled Sises-Pasans Trde
Promotion Agreemeni (U5 -Farama Agreemenil

Mir. Chairman, the Pon ol Mew Orlems femly and pubdicly suppons tie LS Pasarea
Apregmem b enhanee irdde and imestment selivities with Panama Parma ks been o long-
sanding, swstegie panmner of the United Sumes, and os o strong ally of our country, the L%
Panama Agreomend will firiher stremgiben o ceonomis mlationship with an imporiant regional
pariner and profect oer eriical siralegic mlerests msocimed with the Panama Casal.

Thiwiagh its direct Tacililetion of tode md commence, e Pt of Pew (leans is one of
e primary eommomic engmes for the Gulf Coast, md werves os a key gatenay i the mouth of
B Mlissizsipp Biver avalem for intermationa] and dosicacie tmde,  About JR000) jobs in e
United Siates depend on the corgo thin s handed by the Pon of New Urleans, Some 537 billien
im reliorel coomaomic oulpant is dexival from the inesportation and monefacdering of poods gl
Now through the Porl. As @ comainer md gesem] cargn por the Pon of Mew Orleans serves
approsimately 30 siates in the American Midwest through @& 14.500kmile inkind watersay
apetis, and 15 4 jon hub B o Clase One rasleoads s e p: highwey svalem Asa
resull, tha [Mort is one of Amenca's mosl miennodal poris - in sddition io excellent il acogss,
e Pt = s by appeoimaiely 50 odman cermens, |6 barpe Bees and 735 tucking lines,
Withim ihe pasi 10 vears. the Pon has irvested more than S00 millicn in new stme-of -the-ari
wharvis, lermimils, eapsmided mochalleg vanls, mulli-perposs cranes, amd  iransporiation
infraseruciure. Mesdess o sy, beoaise of (s peographic location and medemn (seilities. the Pon
of Mew Drlmins i woll-posstioned b provide koy secess for American gxporis o the global
ik,

M, Chairmen, Se eontimdng developstest of thal American sxport mafkel would be
enbamoed through the implemenaiion of the US.-Parama Agreement. Imemational agreemenis
Bl help Gicilitale e ane ol sgnifeant benefil i our Malion's porte. {ioierally, seconding n
e American Association of Pon Authorities, LS. pons ane responsible for moving %9 percent
af Armerea’s opveracas carge, and more than 13 million Asericim e wirking = port-related
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e, The complatioen of the pendeg sgresment with Posossa will incree dhe Sxopoi and bmipos
carge: moving through dhese poms and mpreve employment opporiurities and secursy for pori
imduidley wiorkers.  Job creation will ol be limied &0 the msrilime industry, is the Cokilis,
South Korea and Fanama irde agreement implementation = expecied collectively o cremie more
B 2MELIHKD nesw o in suimerous lieki

With respect 10 Farara, Amencan porle play an micgral teele rode whach bl be
enpamded even more imder the pending U % -Penama Agreement.  The United Saaies is the
domirani trading priner of Panama [ 2000, jotal Uiniled Stades exports to Parama wese valued
o1 %4.5 ballion, and alrcst 50 percent of Fonama's impons came from te Unied Staies. &s
anparts ingreass from the ULS, o Pamama, the Port of Mew Orleans and ofher U8, poris will be
called upon 1o belp mos the inereased transporiacon demands

A review of the agriculinl prodect rede provides some issight s e how the US.-
Panama Agreemeni would contribute io domestic scomomic growsh. For exmmple. the US. Fam
Basresii estimales et U5 spraculoeal exports slone couhl meneass By mione than 5195 aallion
with the implememation of ithe Pooma pact.  OF such espores, the U, S, Inlermational Trade
Comimishim Ris pradicled Sl the bupeasd prowth aill acoue in U5 éaports of rice ko Panania,
which ane expecied in increase by spproximaiely 145 pereent. The Pon of Mew Orleans and
meversl other ot in southiaslerns Louisim ane the prissary capor peinds Bor our Malion"s
agriculwiral produgts.  Rice also happers o be ome of Loulsisns’™s wp agriculiural espons.
Therelizre, there is no divubt thal inereasal agriculiurl gspords Fom the implementation of the
LS. -Paraima Agresmen would hive & beieficial sconomic mmpact o the Pon of Mew Ol s

Other LK. expon goiss could be expessed i the oil, machisery, velticls, sedaal
eqmpmeni anid oiher key produci arces that already coninbige (o 2 robusi irnde wiith Parama. In
Tact, eatimles sl Thant when the LS. -Parma Agresinent is Tully implemented, 115, cagonms by
Panama of presenger vhicles would increase by 43 pereent. while (U8, exports of heef and pork
weireld inerease by 9 percent and Th percend respectively.

Bignificangly, when decmsions comsem Faramm, they mesd necessarily addeess the
impet of the expanskn of the Panama Canal on intemational trade, More than 900 percent of the
curren vessel IrniMic paesang through the Parma Canal origireies. froom or is ememety 10 pords on
e Giull' end e Codsts off the Unied Saies. With the expecied completion of she Panama
Caral expansion project in 2004, & Port of Mew Orlemns ko underiaken a numbar of specific
Eeagires W0 handle mcveseed commencial vessel T, In parcicolar, the Pon b= working on &
E250 million project %o expand the sizo and capabaliies of iis prmary container ioeminal on the
Mississippi River, the Nopoleen Avenss Container Tersingl  The liest stage of that project is
wnidersay and includes s instaflation of iwo new corainer ganiry cranes and the addition of
five seres of marshalling ancs, bodh scheduled Bar complelion in Seplendes. ARogether, The Pos
b invesied spproximaiely 2108 million in corsniciion projects 10 be saned o compleied
durmy Bin scal year, mchading the congainer yand improvesients, a dew dockside refrigeraliad
wirehase ond teminal, the complse refabshaion of e Julis Stes Creise Temnisal
mpeements o the Pori's breakbulk Tclilios smd the comnuction of a new modern deedge.
Furthermore, the Port. in collaboration with fver porls, oosangeing and mlssd watersay vessel
cperlis, Slasifctunens, agFiclial mleests, wad olice grodfe. Tas been working stnsioedy
o emsury thai project dimensions of e Lower Missesppi Kiver navigation ¢hanme| are properiy
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wsaurEaingd by the Army Coeps ol Engineers o mest the commenciel vesse] weanspon sesds G
United Siaies gaports. Thes Lower Mssissippi Biver navigation chamal mainemanee will b
cven more vilal when e Panama Caned enligncesient progeet s eompleted @ onder b essiine
acvess for larger commercinl vessels 6o the Por of New Ordeans and itz distribuiion network.,

And Mr. Chaeman, where are vwo e fusds thar are impomam s our marins:
Frmnspoiption avidem and melevant o our dissussions soncermeng the U5 -Parmma Agreement,
In onder s ensure thal the Unived Sies i< fully prepanesd 1o handle the incressed Bow ol trode
ghart the LS -Parama Agreemont and ihe widermg of the Parama Canal will genersie, we musi
also invest s oo nlosd witersays infrasireciee that i vied o the efficient delivery of cargo
whrreghout tho Uiniied Sistes. Improvemenis io the process of undieg for the Inland 'Wteraays
Trest Fured [IWTF) sl ihe cxpestdinire of Tusds [rom the IWTF oa critically impostsn Incks
and dams mist be made 1o fully realize the Berefits of the higher volumes of irsde thai will be
s ing thistigh our Hver sysléin,

felevaunt 1o B competibiemess ol Uniled Siples espods in micrmatioral gradie, il is
criceally imponong thal cur Metion's poris ore ahle o adequaiely hasdle the decp daf
commiztal vesmls fhal are the principal “velicks” for the Rwililstion o inlerrerdiional
comsicrcinl tade. To that end, the Hose Ways & Mears Comimine: previously worked 1o
u1-|]:l||:h tho Markor Mainimance Trest Fund (HMTF) in 1988 0 provde fnding for dbe

ke and of ien 0 our Mation™s ports and harfee However, since thal tise, alinsl
& alliom has lrmrrd in the HM TP sccourd and has soi been otherwsse used for iis iniended
frmde Mmcililabion pumuees, The Port of Mew Orleems and clher port amil maritime inleresls from
arourd the coeniry look Torward to working with you snd your colleagues in the effon 1o
mervass The wsg of HMTF fusding e BolEie iniormational tradng actiaisgs,

Mir, Charman, the US-Poama Agreemmni represents an opporiunity do increase ihe
caparts on whach Asterica's ports pely. The Pom of New Ovlesns supporis e immediste
implemenation of this imporian) rade agreement in order 4o enhance our Maton's business and
ernieic aelivities, and W lether sesgihen our reliiondips with Parsie, our vital siealegs:
pariner in Laiin America

Mir. Chairman, thenk you for allowing me 1o appear belone you inday, and | look Soremnd
o iy apeestions Thal yame or the SBubsommaies members may have,
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The Mational Pork Producers Comseil is an assoclaton of 43 staie producer organ iz oss,
represenling ihe foderal and global imieresis of 67000 LS. pork operations, which annmlly
pereerine gpprosimalely § 15 Bl in e gate sakes and add nesely 535 hillion s tie 1.5, gris

domestic product.

The Fuvere ol the US, poik indosory and of America’s Domily hog Terms Sepend on e contisied
exparsion of exporis. Demand inthe Usited Staies for pork contimues o grow, bui demand =
lohal mswbocts For pork. 5= proswing moch Gester. The Lnilisd Stades moed kg The sleps necisry
0 MCTEnEE (U A00Ess 10 those oversess markeis or we will sz (o lose even the shanes of Thoss
market= we turreniky have,

In short, ghere i no standing still when # comes w0 mede. 1 we @oonot implerent e imde
agreements we have negotisded, sech o the Panama Trede Promotion Agreemens, and il in
e alead with new ones, we will Bl Thise sales 1o lieign oompetinors who ans
appressively negoiiatng free rade deals of their own

In 2000, mearty 20 percent of the pork produced o the Uned Sutes was expored compared
with ondy phoui & percent 10 years ago. In 2008, ihe United Staies exported more than 1.9
millice metric wens of pork, valeed m 545 billioa. Viually sl of i resde Dedey s the dinec
result of UK, efioris over the vears to iear down loreign mpon barmers threugh bilmeral,
regional s mulilaleral sl apreements

There is no dispuing that free trade agreemenis have been s mager facior in ihe rapid growih n
LLS, pork euports over The last bwo docales, Since the year before MAFTA was implemenied in
194, L5, pork expomns w Mexice have incressed TR0 percers to $985 million last yeor; singe
ik vear befong the Ausiralia FTA was implemenicd, owr exports 4o thal coumiry have gromm by
1.30H0 et B 5 143 million; siree the vear hefe the Cesteal Anenics FTA was irplemenél,
LS, pork esponts wo the CAFTA counernies heve mereased by 513 perceat to 5119 million; and
e e years mimce the Peru FTA, ook offiest, owr pork exports & thal South American eomniry
B dilininst Ssdihled w0 512 sl

Thee Ulssbgal Staless w2 noow the hewest-cosd pork prisducer in the weorlil, and we have eahblished
cairselves as the Mo | globel expomer. Bul we will not sy in thae posilion, even as the bow e
cost producer, iF comgestitor countries ol srde dieals in key markets and the LS. does not. FHow
el we possibly enmpete in & Goeeign manket il we Tiee 5T that may slmost deuhle our
jprice o ponsumers ond our competitons one free of those wriffsT Ths is what b bappening and
will centinug 1o keppeen 5w st on the sidelines @ other satiors imploment free trsde deals

[¥ui morensing pork exporis is imporiani o more Smen cans than jusi pork producers. The LS,
ok inadustry suppons e etimalel SR domestic jobs, 1000 ol which ane the resall ol
LS. pork exponts. Aond the indusry generaies morne them 5397 billon anmmlly in vl LS.
geonorae acinaty, For each | percend increase in the sioe of dhe LS, pork indusiry, the U5,
ronomy creaes W0 Gall-time ook industry jobs and 4,575 ol in sl And for eeh

additional | percent of LS. pork production thai is exponed, live hog prices incresss by
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appeoiveiely §3 por b, making e potal value of expois worth 556 per hog. Higher prces
eventually stimulaie additional pork production, and the mdustry expands o meet the new
opporiunily, Bus creating more jobs,  bed Bt vear, LS, pork evports grew by almaost 55041
maillhon. The U5, Depanment of Apncalere sdssaes that sach $1 billesn in addaional
apnoukural exponts genereies approcimaicly AN new U5, joba, For the mest sector, however,
LISEDA puts B job-crealmp rramiber al o tham | 2000, 50, the moreass in pork eapors ks
wear crealed sboin fUHH pew jobs

Acomling b lewa Stme Universily eoonomia Dermt Hayes, the Pusans Trade Promstion
Agreement would increase U8, live hog prices by $0.20 per animal and create appromsaiely
13 fmll-lime parsitions in the park indusiry s in sppporing seciors,

Az an aside, Hayes found that the Cofombia FTA would incresss live hog prices by obow 51,15
jper st and crene 919 new ol sl The FTA with South Korea woulld incneise e hog

prices By neerly 510 per pig and create over 9.1 pon indisery jobe. KPPL strongly supiports
all threg of the pending FTA=

Hewes's caleulations assume this growth even with Cangda and the EU implemencmg FTAs wih
Korea and with Cansda saplementing s FTA with Colombia. Bt ke also found that of fomeign
FTAS take elMizen ad the United S Gils o implemel e oan FTAR, ouf il capains will
decling omd we willl lose jobs, For example. he caloulates thal under the previous scenario,
within 10 yees the Unitesd States wenald be completely cul ol the Korem pork market, cusremily
wur minth bzt in the workd, becaise the EL s implemeniing ns FTA with Korea A, scooeding
o Hayes, if wr fail 1o implemeni our FTA with Colomba, we would lose that market in 19 years
o Cereaeln, which is mamvng lieviaed and mplosentimg s FTA with Colombia, Lkewise,
Hiyes sy we willl be out of the Panama market in [0 years i we (il 1o imsplemen our FTA
with Mangeea and Carada implemenis iis FTA wieh Parama. While the Usated States = the top

hohad poik exporter snd the workd's krmest-gost priducer of pork, i canned cospels with b
nariffs. W must not allow our competstors w0 heve thn advamage.

The Paseimd Teade Promdation Agrecsient will crense impeeiant new oppostunities fe LLS. ek
producers. ULS pork exporis o Pansma ae cumenily restricted by o very limied quois omd om-
ail-quaota dhties ax high s 8 pereent. Under the Apreemeni, bowsver, pork variely meat= will
recetve mmediae duty-lree reatment, and cther pork products will recene mmedaie expanded
market gooess theowgh fari T rme quoins.

In addition v the fovorable market peoess provisions, sgnificest sesicary end technical lssues
ferve heen reschod. By a letter dabed Diecember 20, 2006, the Panamanins govemmeni
comlirmed as pan ol the FTA alks dhal it woeiah] recognize the mesl mspection gysten ol the
Uniled Stmes a5 equivalest v s oun meat mspection sysiem.  This technical sgreement ereures.
fheni LS. pook proshecers willl benefil frees the Panama Trsde Promotioe Agreemaen withom
i Blocked by unnecessary sanitany hariers.

Panama doss nal umenlly Beave an FTA in place with any mapor pork eapoding counlry, b 4
{mboatg with oiher Central American nations ) finalized free ade sgreements with Carada and e
ELY im 200068, O again, we will win if we ssplomen the Fanama Trade Promotion A greement,
aned wee wall ke 15w ks nan,
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Pork producers ane joined by virslly all of LS. food and sgriculiure in sepporing the Parama
FTA - as wyll as the pending FTA= with Cokesbia and Ko, By o keiter daied Febroary 14,
201 1, which is smached, 50 agricaneral irade wocialions s prosed Seong suppee for e
Pansma agreement. M eead simple: The Panama FTA, is pood for pork producers, pood for
LLE, agriculiurg and goaosd Tor the Liniied Strkes,

Befiore conchading, it mest be noted that LS. trede podicy does not exist in @ veosum. It iz nol
separaie and apart from oo esness conducted msde the Borders, So U8, domsestic policy can
andl dives alfeet pur expata. Currestly, we are gwaiting fom USDA & finad rule o the buying
and selling of livesiock and poultry, which, I implesereed as currently drafted. would heve o
devasiatmg impact on o prodocers, According o o malysis of the GIFSA rule conducted by
liilfarna Foorcaniic, @ woukd cosd the 115, pork industry nearly S50 il snially, Industey
analysis of the regulation concludes that i Rikely will heve a chilling effect on innovation and
Mewdality, beading to a mce iowand mediocrity. 1owall creats lepal unceriamiy that will dona
cnsls highis sl came an iscrease i veiical integration i the Iveseck seetor, drivisg
prodacers ol of the business and possibly affecting sepplics. Mone of thal bodes well for our
exporis. Apain, froe smde agreements and ver posstion = the world s kewest-cosi producer kave
mende LS. pork gapord= extremly afiradine areand the globe. Bul iTwe no kmger ane the
lowest-cosl producer, o expors will Become |es competitive with other countns, ond ail e
FTAs in the workd wos'i help us much. KPPC continges w0 urge USDA to scrap ihe oarment
GIPS A rule sl 1o wrile s regulaison that siecks o the Nive mandales @ wis given by Congress m
ke 200 Farmmi BBl

AL this time of very light b pets, Amenca™s podk produsers are nof asking for LS, s dipllars,
We receive o subsidies and we seek no subsidies. What s are gsKing e gl for goy emimeEn
take ections necessary 1o keep us competitive in global markets so that we can retain and expand
Thess: ekt and, in lum, s keep ereating new LS, jobe,. WPPC calls on the Ofcma
arlmintstraion o semd up the iplemening kgislaion soom sd urpes Congfes I gppnvve the
Panama Trade Fromodaon Agreement ond the other pending FTAs befone the end of summaer.
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The Honorabk: Barack Obamn
President of dhe Uniled Slates
The White Hoese
Washington, [ 20300

Idear Plr. President:

Wasy al the undersignel leod ard sgriculiun eeganizaticns Mesl deckaned thes suppon foe the
Cobombia and Panama free made agreemenis (FTAs) in 3007, Four vears of trade benefits: for
LLS, Garmers, sanchery and Tood presessors. have now been Toelmed By oo inecton on hess
AETeImEnis, dnd compettor coustries have nhken sdvesinge of this lapse 1o grab U5, marke
shares 8 = o %0 brivgg this siisabion s o omd,

We greaily appreciaie Ambassador Kirk's recent ststement 1o Congress thin the A dminsorataon
i% pommmiiied B inlimei fymg negotislions with Colombia and Pasame amd & resalvisg the issues
whant huave perewenbed you Trom subsmimeg (he implementing kegislamen 1o Congress. We urge voil
o direct LS, pegotimions io move forward with these efforis as quickly as poasible.

Codombia snd Panzna cach have underaken msponam changes in policies o cormect problems

idengifinod by members of Conpress,. There is Ltk debaie that those povemmaenis have worked
Bard 1o addeess LS. concems. We believe dud a strong and motoally benelbeial relatkaship

feetween our respective nations may well advance kegitimaie U8, objectives in these aress mone
W comlmuing W withiohd appeoval of the FTAR AL some porsl, the cerreal appresich coukl
2RiiEE 6 10 ke Aol aady the rade sgreements bin the frendaips of those imponant regonsl

s wodl kmoww, mach sgreemant will provide imporant rew market aocess benefits so ULS, food
andd agriculiuml exports that wall o ersrie LS jehs and seengihen ruml scompemags, Many
115, fiod and ogriculiural peodes will beoome eligide for dury-free meatment in those
comiries immediaiely upon entry into forre of ihe agreemenis, and viriually all will recarve
duly-Tree realmicsl over spodiled plase-in perssds,

Azarding e The Americin Farm Burgan Faleatmon, the 1.5, <Codiombia FT A& would messll m
L5, agriculiursd enpor gaiss of mone an 3815 millon per year o Tull implementaton, and te
Panama FTA would add another 51935 million. This exira 21 hillion m exporis would generaie
& HH-BOH) v jirhs Beere ol bsme. Bl wee s alrcady several years behind in mnplementsg
e agreements, and those jobs are going elsewhere

Uedeanibis is on the verge of implementing FTAs with Csnds and the Emopean Union, and oiher
mratjor agricultuml exponting oountnes, such as Argenting md Bzl dready have preferentinl
acias b thad smirkel. Dhar shaoe off al ook el i whal, Raed graing and clhcr frodacts
certain o phamimet unless we oot prompily so cormeer these inoguites. According 1o LISDA, the
LIS, share of Cokombia®s sofal agricubumsl sepors has aloady Bllom fom almoess 44 pereent in
DHIT & 27 srceinl in 2IHIR.
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Wr. Presefent, mplemesiziion of these agreemenis, along with e Korea FTA, will sgnificanily
athainge yover ¢ Tor b dosebele UL S, eagports over e yeams, Tn The other hamd, Because thisa
coumiries gre negotiating agreements with some of our main competitors, the filune o
implemend dhe agreemenis will be a real sei-back fo that chjective. Once again, we urge you o
e Borwand rapally 10 finadize the FTAs md subimit the implemctng hills a5 soon as poosdie.

Rinerely,

American Frem Burem Federstion
Americat Foad Indestry Associataon
American Frozen Food bretivate
American best Ingtilne

Americon Peame Proden Marufaomrers, Ino.
american Soed Trade Assooation
Ainetica Soybedi Associalios

Animial Health Instinie

Fihse Tz Ciroawerns
Califormia Table Gieape Comimiss oo
Commodity Markeis Comniil

Ciorn Heliners Aseieindiom

[Hstilled Spirits Comneil of ibe United Stres
Oreoery Manulsciunrs Assacimion

Idahin Barkey Commission

Imerrational Dairy Fosds Asocation
Matwnal Advsoialion ol Slae Depaetments ol Agricullun:
Mereodiel Aaec ation of Wheat Girowers
Hatienal Badey Growers A socmition
Watasnal Calllernins Boel Aastc il
Marionsl Chicken Council

Hatsonal Confestionens Assogislion
Mecionad Coms Cirowers Assocarlion
Hatsenal Council of Farmer Cooperaines
Matesiad Cirain ol Fosd Aseocislesi
Meconsl Men Association

Matscnald Milk Predusers Faleration
Meresial Oileesd Procesaarn Assccilion
Hational Pork Prodecers Council

Matsonal Potata Council

Matonsl Benderers Associauin

Maticnal Sorgham Producors

R TS T ] S e RS T R

Hational Turkey Federation

Morh Amaenicin Fquipeical Desbers Asascrlion
Momnh Amenican Expor Lirain Associolion
Horthwesl Homiculhuml Coungil

Privdusce Plaiketing Assecialion
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Smptener Users Associstion

LLS. Apple Association

LS. Canola Assacioiion

LS. Dairy Expert Council

LLS. Livesinck Geneties Export, Inc.
LIS, Whem Assncules

Uinited Egg Asscszimtion

Linited Egg Proshecens:

LISA Diry Pea & Lentil Council
LISA Pouhry & Egz Expon Council
USA Rice Federatson

Western Growers Associaion

oz The Homorsble Bom Kiek, LS. Trade Kepresentalne
The Hesrnble Toan Wikack, ULS, Seeretary of Agricalline
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PUBLICCITIZEN
Testirnmy of Todd Tucker

Puhlic Citires s Ginhal Trade Wasch, Resparch Dbrectar
Homse Wavs ard Means Csmminiee™s Suboommiices sa Trsde Hearing on the
Fendiag Froe Trade Agreements with Pakima
Pllarch 30, 2601

Publie Clitam 15 a naiional, nonprefa public imenest cepamizon wil | 30LHE members and
supporiers that champeons oitiees imercss bofore Congress, the exoouiive branch agencies and
e goiima, Ve thank Ways & Means Trsde Subcormamiinee Chainman Eevin Brody (R -Teas) asd
Teade Seheistminies Rasking Mermiber Yis MeDennor (D-Wash § for the opportaily L kstily
for the record) om the proposed irade agresment with Pareema

MSerabers ol Congress and the pubilic were very <lear thal iwo probbems must be remedi ed Befons
Cragress shiald even eossider & “free trade sgreement™ {FTA} with Pangma. Fiest, Panaima
needed Lo chean up s bank soorocy practioes sud get nd of bearer shares and ather mancy-
lmundering Sonls; sl second, the FTA musi be amende g ensare thal Parames-regisiened
corpealines canrad wse ihe FTA 4o sitnck L5, anti-tax havens regulaiions, Maither of these
pondiiions has been even halfezy mee

Pantama i ovw o the weor s worsl 1ax haveers 10 s o bran estimalsd $00, 000 o,
inchding nlfehors eorporagiom aul mukEnatiome| subsidomes, For decedes, e Panamansn
povermient has pursued an mientional tax haven sirmegy. 1 offors fareign banks and fms a
special odffshons liceres o condurt basines" Moi only are These bminesses not issed, but they
e wabject 1o linle 1o 0o pepoming pequairesonls of regulations., Accondisg e the Organsation for
Econtmtic Co-operation and Developirest (DECDY, U Patsrnanian pevemment has B o eo
legal autharity e ascermin key information ahout thess oifchons corponsens, s a8 far
mungrship,”

Becmse of tis ssenaoy, preclse numders ol the mies lo 1o Posamie ke nod exir. Hosever,
wcording Lo e LS, e of Mamgemen) and Budge, o imisatng Lo evasin @ las havems
ivemall coveld mrve LS, sspayen 82 10 hillaen over the coming i’ while the Seroie
Commitiee on Homeland Securiny and Govermmeni A i esiimates a savimgs five imes as
grem* Since Fanama bs one of e workS's leading Lex Bavens. the counry is likely 1o soopnt for
i sipificant share of thoss revense Dirses, which could e used o see olbes orgenl policy
prinilics 41 b,

Even afivr syveral vears of iniensrdied scratiny fom the G50, e OECT asd $e imemalional
oommunity, Posama is the oaly counry in the 'Wesiern Hemisphare io not pass the LECTY s peer
rﬂ'-:*prm."{.ﬂ:l}ﬂpmi il that suIFazient time meedid 10 pass Do o Row well
Fanama’s recenl Py ol lax eefomm comimitsienis workod in practae, afler years ol avoiding
cven minimsl I ¥ o nis. Even the inflamaus Caymman Bdands s haven was
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ahle in s ihis tesl,” again confirming Panama's proeminend =aius as 3 leading site for iy aed
regulatory ansirge.

Panama promized For aghl years g syn a Tax Infrmalion Exchanpe Agrevsent (TIEA ) Yel
whei i I-.EIII.I segned & TIEA with e {Hhama pdminisiraion in Movendser 2000, the sareeimn
H o Teguire Fln-u o ocmatially exchange miommation wish LS, authorities ghoul lax

Salpers, money und anil drug raflickers, [The U5, and Cimadh bave spch an sssomatic
syaterm | Panemn also gove iself aniil the end of 2001 0 make o seres of domeste legel charges
o facilitate the mon-nematic informantion sharng enmvisioned by & mew TIEA, Under this
aveliesn, Parama will peoduce inlorsations enly is peaposee 1 epecilic, cise-hy-coks regues
after LS, amherities have already chisned md provided w0 Panama a great deal of inforsation
ahgwat parential wronpdosrs,

Moreover, Artick 6 of dhe 3010 TIEA allows Fanama io refuse an information request ™where
e dvlosere of the mfrematien reguiesed would be contrary 1 the public peficy of ihe
requested Pary.” Gilven Panama’s lorgsissding public policy of escouraging wx hven
actmvities, this Aricle 6 loophole is big encugh o drive an edfshore economy through

Panama’s recent eeiions give ke hope of te governsent s pood faith in making these chimgrs.
In larmary 2001, Pmnamamian of G Frank de Lima bragped do a roporer thad itle would
change with the TIEA: “We™ll mimain -|:’1:H|||'|:I|I.|'||t adhvamtages like hearer Abarcs (other
er.duhmll have eliminated thamp and we wom't immobilize bearer shares as other junsdictions
Farve done”

Panema’s execative branch recently drafled Enew Yowr Client legsition (Hill Mamber 273,
presemied on Jan, 11, 20013 that sared of T weak aml was even Trther watenid down in the
Macicaial Asssmbly.

Firs, lirmeyers who vidate the Know Your Clienl kegislatin woulil sec thew lompomry
sespension perod from offering regisiered agent services shrisk from one o three years in the
Ricardo Mariinells adsnistraiion’s proposal, io as litilo as dheee months in the Maimonsd
Assembly-sgpeoned legesbion (see Armsle 200" In ofber words, afles & smal slap on the wrisl, 4
lawwer could ressmn w ofTering nommrsparent sery e o anomymous @y dodgers, msuming the
laws are enlineed in thiz lind place

Serond, the Manmelli proposal woukd have required resident agents wo: | b identify their cliems
andd verily thad sdimiity through 3 paper Bml; 11 ascertain the purpose for the craafiion o the
corponme enlity; snd 3p share infonmatkos with e government under cenain exienuating
circumsmances. Bul the Matioral Assembly scaled this back so that, in order ta comply with ilem
M, T, e revadent ppind shall sl have the shligation o cansy oel asy prosslive slep or
verificution of the mformeson provided by the clien.” (Amicle 3, as amended. ) In other wonds,
trusi, bt do red verify,

Mareaver. the fires for failng 10 preservee Firancial secrecy mmder the Know Your Cliem
legislaizon are p= much as vy simes larger than the sanciions: for failing o cooperaie with tha
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legislatson = bmited mformaten gathering snd coopersion mandates,* Tha Martinelti
admmintstrarion &lgred the wenk bl i law o Feboaary 1.

Becliore vodivge om any FTA, thase in the LLS, Congress whao leive lomg raisal cmcerns abaul
Panama’s finencial secrecy will wiont oo be gble w0 verify that newly anmouneed chinges in the
eomiry's pobicy are resuliing in real changes in praciice. This woeld indude soeing a susimmed
recimd @l promge complinnce with U5, govermmcal raquests fi ts infirmation exchamge under
i mon-amomitic TIEA. Finenoal secrecy legeiation has te be pomprebaneie, ond bearer
e musl by Tlly ehminated and immobilized

Verifying thai Panama is actuslly making these changes will take some time. Usefully, this gives
the: Chharna administralion The spoee b maodly the actual iermss ol the FTA aoptiased by the
Bash sdministration thst woukd meke fightisg tax haven ahuses difficull. For instence, the
cumenl FTA constrairs one of the most impertant ool policsmakers kave in fighting financial
erme and wonpdoing — restreziions on rasiers o amd Bom the coustrii ha preside Oreneis]
seprecy like Pamama. Moreover, the FTA gives the tas heven povemment of Pasarma and the
ALY corporations regisiorod There new righis= be challkenge 1.5, anli-tax haven poliies for
cash compensation culside of the U5, judicial sysem. To read Publie Clizen’s repon aboo how
ke Panama FTA's curreni texst woald make fighting 1ax havens difficuli, go 1o

Batge i wew ilinen e Tage g Jpid =519

Corporaty weu of fhese invesior-stale rukes is for from hypoibstical; there are mearly 59,1 billion
in claims in e 14 Knoivn s calon-alae coses culsbisding ender NAFTA-ayle deals. Aned under
the Nevdows Excrgy v Pimamo cese under the LS, -Panama bilsteral investmens ereaiy (BITL a
friburalis! arpeed thes changes in s policy could repeesent violsbions af BIT miles, whach ang
replicated in Chapier 100l the LS -Pasaira FEA: “The BT = broad definition of e
does nol allow one o limit indiresi exproprisios o ceses imelving property. The Soemula alss
cnvers inslences ol assnsisied cennostae rights rebilad 1o an investrent, as in te cose of e Ex
credits ... they have been denied & right thet constintes an erormously sigsificont loss in termes
of the ol value of the investment, ™

Corporations should nod haee the abality to challenpe L% anti-tas haven policies under mn FTA.
wapeemlly whin (he povarmment of Panama = givm the rghl under the TIEA o relise e
codperae with U5 information requests. President Berack Dbama promibeed during his
campaign 40 reform these FTA foresgn invesior provisions, snd peficymakers will be lncking io
e these changes sode heline ciotisg & vine on any U5 -Pasarrs trade agrosmenl.
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Statement by Hal 5. Shapiro

Bieloere the Heomse Comeniites on Ways and Means
Sebcommittes on Trade

Washimgton, DuC
Mlmrch 30, 2011

Chairmem Arady, Ranking Memiser MeDermast, Mambors of the Commines:

It iis ami honor 10 appei Before you doday, My same |s Hal Sheagden, and L am &
partper wilh the ko firm of Akin Gump Sraass Haser & Feld in Waskingoon, DG,
1 Tormerly served as Associsie Gesenl Cramsel in the Oiffioe of the U5 Trode
Represereathve ard a8 Senior Advisor for Infemationad Boosomic AfTsir o the
HNatioeal Beoromic Council, My lestimony widay eelless my views alone and nol
thire of my firm or any cliens.

W gaches nodey al i mus) promisisg moment in the past few ysears b sthomcos
the LS. insematioral ade agende. Owt ecomomy is smerging from a deep aad
painful recession, resinning the cosfidoscs mraded for ihe Unied Siaes o lead
market openity st Prosidem Ofbama has obilieed his Admissraiion
thiugh the Matiosal Export [nitiaive in gnder i double LS expons by 2004, A
the end al 2000, U %, experts had grown by 17 percest. and Adsinistration
olfcials Belicve the country is o0 iRk 0 mest the Presides) s challengo. This
expet growth has supponed bandeeds of thoesands of adéitioral American jobs.
Arcoating o LS. Govemmeal data, svery $1 bilion in goods expons supports
meee L 600 jiabs, mnd avery 51 billion of servits expors: suppants mon than
2500 obe. Agriculture expoets ibone sepport acarly one million American jobs,
A, jote suppanal by mechandiss exports pay 18 pescent mans than the nationl
EVETARE.

s fhis Commities well knirves, three poeading bilatersd free trad ageeements —
these with Kore, Colombia, and ihe one we aee bere 1o discus indy, Parama -
are cantral ebemenis in the LS. trale agend, 1.5, Trade Bepreseniative Ron Kirk
iestitied recenily bedfoos the Sonate Piaance Commines tiat the Admisisteation s
cnsefiletiad work on the Korea Aggeemient, and thal i indeed pood mews. The
Emrea Agreement woald Be the Linited Seavies’ mosi commercially sigrificant free



88

trade agresmen! since MAFTA, The L5, Imematioeal Trade Commssinn has
estimanzd et the redudiion of Korean iaeilfs aed tanlT-sale gquotis on goods alome
wiralid ackd § 100 iflion 0 $12 billion e anmeal V5. pres domestic peoduct and
around S50 billion ix ansusl menchandie exporis so Korea. The Obamia
Administmtion's work with the Govemment of Ko w negotiale privsions
relating 1o the auinmotive secior addnsssd hijorisan concerss, with both
Chsirman Camp ased Banking Member Levin supponing that sesult. Uader the
Koren Agreement, akmost %5 percent of bilueral irade in comsusser and indusirial
presducts womld Booome dery-frec witkin theee yeans of ihe dai it enters ialo fooce:
thus, swifl scteon on (ks agreemen) would b one of the mest effective ways ka
by ives cenmimy grow more mpely

In addition, Ambassador Kk s informed the Finasoe Comstilles that the
Adminisuaien & continuing i0 work with ihe Goversments of Colkermbia anml
Parrts i neselve all outstanding issues. Ambucsador Kirk cxplained thai 1.5,
aral Fanamarian negoekitoss diel in Febrewry and aproed wpon somorns that, when
falem by Passma, will neady the Trade Promoticn Agreemen (“TPA™) fou

Biud'mMmluglul.t:;nﬁﬁzbmqﬁuunh:.Pum.ﬁgum allire e, i s
Joermeer UL5. trisde official wha has writes snd maght on the sshjed, 10 sy that |
Belicve thal LLS, insemational irade: agsecsients shiald merve three aims - thay
should enbance our natinsl security, they shoald =eengthen our econceny, and
they should priomie osr valies. And, these thiee aims ane bes) achieved wiom or
agreements have hipartisan @pal ssd support. In my view, whes work on ihe
Panama Agresrecal is somplein, it will satisfy these alms end i should garner
brodd Espartisan suppon.

First. in t2rms of cuif natioe] socerity, Panama is an impansai and deperdshle slly
ol the Liniked Stajes in a critical pan of the world, The Unilel S2aies and Fanama
hawe bowd shared geopolitioal and ectmimic @lerests daling hack wo the laie 15040
and 5o ihe opening of the Parama Canal in 1974, Panama has prossed oo e 1
siesaden) Tricnd to the United Sovies o @ tine whes relations with some coaneries in
Latin America have been unsves. The TPA would serve to make o tes i
Panama stronges and moere enduring,

In lerms of econcmics, e Usitad Slales s moch o gain from ihe Agreement.
Fanama is a coeniry of 1.5 million people with & sisble, diversifiod cxmomy (e
has experienced mgnificeat growih despite the carreni gkl esieomic dowmem
Panama’s gross doseic produc expanded by an amual average of over % percest
far the e years caling AM08, and it has grows oves (he past e peaes despile the

1
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globall pecession. Pananma ks the highes! per capita isoome is the Cenonl
ABETICEN Teginn.

Pamama is cae of the few Lalin American csninies with which the Uniied Sues
has a meschanidie rade sarplus, the largest (n fhe pegion. The UL5. goods indc
surples with Fanama was 54,1 billioe in 2003, VA ponks expors in R wone
$dd bilkion. Ponsm is curnently the $ith gy export market dor UL, goods.
LS. impons toes Pasama in 2009 weng relasively small s 5304 million. The
limiled amound of goods Parama sends (o the United Stales reflects (e T thai,
unilike othar Latin American countiics, serios comprise moen ihan M percem of
Fanama’s soosany.

Panama’s sverage 18T on U5, industiial sl consemer goods i seven percent,
but iziffs on some of thesse prodece: s as high as 81 percern. Panama’s average
el on U5, ageicultesal poods is 13 poscont, b some LS. garaceliural expaorts
Esce Larils ins high as 280 pesceni.

When the Faama Agrosmest enters info force, 52 peroat of U5, menchandise
exports will enter Fanama duty-free, with remaining wriffs plssal oul o five or
ten years The TIPA facludes “zero i Bem™ irmnediale duiy-Free sccess (o key
1.5, secinrs and prodects, inchaling sgricsitural and constnuction equipment,
Information wehsnlgy prodecs, and medicall snd soenific squiprecat. Dher
natae LS. mepor mecions, such i mooor wehiclis and pas, poger and wisod
products, and chemiculs dso will shiain improved meoess to Panama’s markel s
dlatiess are: pibscsed el

ﬁu-ﬂwﬂmmwﬂ#kﬂh'—nﬂhkdﬂr-ﬁnmmmhmuwmu
UL5. agricullurad expents b Penama, including high quality beef, censin pork and
pouliry products, ooson, when, sovbess and soghean sesl, most fresh fruits amd
tree mais, disiilled speeits asd wine, aml 2 wide assormmeni of :
Druties o ftker agricyltuml poods willl be phased oal within Gve o 12 vears and on
the mos| sensitvee products within 15 years o 30 vesrs. The Agreemeni alss
incimdes urdertakisgs sn b lecmmunicalions, mrvices imde,

procutement, Emvestment, and indellecal propeny righis.

The L5, Intersatssial Trade Commission has sudied the Agreemeni and found
Theal it main sffect would likely be 1n mceease U5, exgnits, while casdap btk
o in LS, impons from Pasarss This resull weould be dun o ihe relaively
small areoust of e impoered fmm Fanama; the limitsd peoductions copacin of
Panarm; and the fect that mosd impons fom: Panama — 96 percent by value -
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estinzally have eniered the Unied Staes duly-lree theough sither nommal trede
rebastions of preferences proviided by e Caribbesn Basin Baitiative progeans or the
Generalized Syster of Preforences, msumisg all of these prograns aow in eifec at
e tsee: the Agreament gocs o opeistsn.

Wik this Backgnael in mind, theee ane some who wderstsnidahly wish that the
Panare Trade Promotion Agreenenl had alresaly been sshmitted to Congress foo
approval, As Members of this Committes necall, the box of the Agreement was
aripnally completed in Deswmber 206 and i was signed in Jure 7617, Many
Tacmoes led i dickyy including. perhaps mo exteannbinarily, concems over
allegaties. ihat a leader of Pasamas Mational Assombly hadl mssdered & U5,
maldier.

Regsanifiesy of how we antived et this poing, it is my bopo that the Agreement will
come hefone the Cnrgres soon an tht it will garmer stmeg biparssas suppee and
mefleci o wide rasge o the values Mombers on boch sifes of the aishe mrpnst,

Cuncams have bees mbed for some me ropanding the rareparency of 1y
information ard labis b in Fanama, On coes, Panams asd the Dsited Sians
concluded & Tax Information Exchange Agresmend in Mevember 2000, The
aegiiations for this agreement commeeced in TN, bt wore socelzroed in 21N,
Swcrotary of the Teeasusy Thea Ceithnar has indicoosd thal this agrecsent will
impemve infiemalion sharing and mooperation. Panams has ml viel ealified this
igreemend, which ii hopzfully willl di soos

O lahae and the ervircnment, the Panans Sgreemest oo not jus ssek i lock in
existing siandands ps some past 1.5, ageeements have done; rather, it calls for
enhanced stasdands sehjed o deong endoecemen) meckamisme. Pamima has
winrkcel with the Admialstraion w s & nusher of adminisiacive ciengss o
maet [ahor pervisinns of the TPA and mre Inematioaal Labar Osgeamizition
siandards. For examplo, in Jane 2009, the President of Patama issed 2 docres
reguining the Minisiry of Labar i crese a pemoess for receiving comglaiss, and
underiaking isspections, rebiled o umion Sormation. T Disciias absd reguinms
iraising Foe workens regarding unioa Mormation,

Fanama deserves cradit for werking diligandly with the Administrstion o addseas
thesse and odheer comcems. The Adminsation has indicased thal 3 work plan s i
plasce In conclude talks, ensare full implememation of commitments, and bring the
Agreement hefon: the Comgress, 1 is my Bops that the resaining sep e laken
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swifily, mad this impormant Agreement will forge even closer boads between the
United Staies and this imporiant sirleghc panner.

Thank ym.
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